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PART  I. 


GiMieral  Questions. 


1. 


EXTRACT  FROM  THE  REPORT  TO  THE  SECOND  ASSEMBLY  OF  THE 
LEAGUE  ON  THE  WORK  OF  THE  COUNCIL  AND  ON  THE  MEA- 
SURES TAKEN  TO  EXECUTE  THE  DECISIONS  OF  THE  ASSEMBLY 

PROVISIONAL  ECONOMIC  AND   FINANCIAL  COMMITTEE. 

The  Provisional  Economic  and  Financial  Committee  has  hold  four  joint  Sessions 
under  tlic  Presidency  of  M.  Ador.  In  addition,  with  a  view  to  facilitating  its  task,  the 
Commit  Ice  has  been  divided  into  two  Commitlees,  one  Financial  and  the  other  Econo- 
mic. The  Financial  Committee  has  held  four  Sessions  under  the  Presidency  of  Sir 
Henry  Sirakosch,  and  the  Economic  Committee  has  held  two  Sessions  under  the  Pre- 
sidency of  M.  Henri  Heer  and  Sir  Hubert  Llewellyn  Smith. 

It  will  be  convenient  to  divide  the  Report  of  the  Committee's  work  into  :— 

(1)  Subjects  dealt  with  primarily  by  the  Financial  Committee  ; 

(2)  Subjects  dealt  with  primarily  by  the  Economic  Committee  ; 

(3)  Subjects  of  joint  interest. 

I.  ^ — Subjects  dealt -with  primarily  by  the  Financial  Committee. 

(a)  Internalional  Credits  Scheme. 

On  December  I4th,  1920,  the  Council  approved  the  Internalional  Credits  Scheme 
known  as  the  Ter  Meulen  Scheme  and  entrusted  to  the  Financial  Committee  the  duty 
of  taking  the  steps  necessary  to  apply  this  scheme  without  delay. 

In  execution  of  this  decision,  Sir  Drummond  Drummond-Fraser  was  appointed 
Organiser  of  International  Credits  in  February,  1921,  to  work  under  the  general  direc- 
tion of  a  sub-committee  of  the  Financial  Committee.  He  immediately  approached 
the  competent]^ representatives  of  those  Governments  which  might  be  interested,  in 
the  scheme,  either  as  borrowers  or  as  lenders.  At  the  same  time,  he  has  taken  every 
opportunity  of  drawing  the  attention  of  financial  and  commercial  circles  in  various 
countries  to  the  advantages  which  would  be  derived  from  the  scheme.  Tlie  Com- 
mittee was  able  to  report  to  the  Council  in  June,  1921,  that,  as  a  result  of  the  Orga- 
niser's consultation  with  the  various  Governments,  hope  might^be  entertained  that 
the  International  Credits  Scheme  would,  on  the  whole,  be  favourably  received  and 
would  render  the  services  which  might  justly  be  expected  from  it. 

Tho  Organiser  has  pointed  out  that  the  best  means  of  ensuring  the  success  of  the 
scheme  would  be  the  existence  of  an  effective  demand  for  Ter  Meulen  bonds  among 
the  nationals  of  exporting  countries.  The  efforts  of  the  Oi-ganiser  have  therefore,  been 
largely  directed  to  securing  a  proper  understanding  of  the  advantages  of  the  scheme  in 
all  possible  borrowing  countries.  These  efforts  have  had  distinctly  successful  results. 
On  June  14th,  the  World  Cotton  Conference  at  Liverpool  and  Manohestor  passed  two 
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unanimous  resolutions  :  one  stating  the  view  that,  at  the  moment,  the  Ter  Meulen 
Scheme  ofl'ered  the  best  instrument  for  the  iransmission  of  imports  into  impoverished 
countries  by  exporters  in  other  countries,  and  urging  all  engaged  in  the  cotton  industry 
and  in  the  financing  of  it  to  avail  themselves  of  the  Scheme  ;  and  the  second,  expressing 
the  strong  approval  of  the  Conference  of  the  Financial  Committee's  scheme  for  the 
rehabilitation  of  Austria. 

Further,  the  General  Congress  of  the  International  Chamber  of  Commerce,  held  in 
London  on  June  27th  to  July  1st,  passed  a  unanimous  resolution,  recognising  the 
necessity  of  credits  under  Government  auspices  for  the  reconstruction  of  impoverished 
.countries,  and  declaring  the  readiness  of  the  Congress  to  support  the  Ter  Meulen  Scheme 
as  modified  and  put  into  operation  by  the  Financial  Committee  of  the  League  of 
Nations. 

Another  important  practical  advance  has  been  made  by  enlisting  in  Great  Britain 
the  active  support  of  the  Co-operative  Wholesale  Society.  This  organisation  has  address- 
ed to  all  Societies  in  other  countries  a  circular,  stating  that  it  is  prepared  to  grant 
them  credits  for  the  shipment  of  approved  goods,  provided  that  they  deposit  Ter 
Meulen  Bonds  as  security. 

{b)  The  Relief  of  Austria. 

As  a  result  of  a  Conference  held  in  London  from  March  12th  to  March  17th,  1921, 
between  the  Financial  Delegales  of  the  Supreme  Council  of  the  Allied  Powers  under  the 
chairmanship  of  Mr.  Austen  Chamberlain,  and  Financial  Delegates  of  the  Austrian 
llepublic,  the  purpose  of  which  Conference  was  to  examine  the  best  means  of  restoring 
the  financial  situation  of  Austria,  the  Financial  Committee  was  called  upon  by  the 
Supreme  Council  of  the  Allied  Powers  to  examine  the  possibility  of  adapting  the  Inter- 
national Credits  Scheme  to  the  special  requirements  of  Austria. 

The  Financial  Committee  transmitted,  on  April  4tli,  to  the  Supreme  Council, 
through  the  President  of  the  Council  of  the  League,  a  preliminary  reply  laying  down 
the  conditions  which  appeared  to  it  to  be  necessary  before  the  restoration  of  Austrian 
credit  could  be  undertaken  and  stating  that  the  Committee  was  taking  steps  to  collect 
all  the  information  necessary  for  the  fulfilment  of  its  task.  The  Committee  realised 
that  the  application  of  the  scheme  to  Austria  must  depend  on  the  efforts  which  Austria 
herself  was  prepared  to  make  to  introduce  order  into  her  finances,  and  to  assign  accept- 
able assets  as  security  for  the  credits  to  be  granted.  The  Committee  communicated 
to  the  Governments  concerned  its  opinion  in  regard  to  the  duration  of  the  suspension 
of  liens  (which  had  been  agreed  to,  in  principle,  at  the  London  Meeting  referred  to 
above),  and  to  the  conditions  to  be  attaclied  thereto.  In  the  opinion  of  the  Committee, 
the  period  of  the  suspension  of  liens  should  not  be  less  than  twenty  years.  Further,  until 
their  repayment  was  completed,  the  Committee  held  that  any  loans  or  credits  of  any 
nature,  contracted  by  the  Axistrian  Government,  with  the  previous  approval  of  the 
Committee,  during  the  first  five  years,  should  enjoy  for  the  whole  of  its  term,  even  if 
for  longer  than  twenty  years,  a  right  of  absolute  priority  over  all  rights  and  liens 
suspended. 

After  having  considered  the  conclusions  of  a  Delegation  which  it  had  sent  to  Vienna 
to  enquire  on  the  spot  into  the  financial  and  economic  situation  of  Austria,  and  to 
hear  the  proposals  of  the  Austrian  Government,  the  Committee  drew  up  a  definitive 
report,  submitting  its  final  reply  to  the  Supreme  Council.  This  report,  which  was 
sent  on  June  3rd  by  the  President  of  the  Council  of  the  League  to  the  Supreme  Council 
of  the  Allied  Powers,  established  the  possibility  of  undertaking  the  relief  of  Austria,  in 
accordance  with  a  plan  drawn  up  by  the  Austrian  Government  with  the  consent  of  all 
political  parties  in  the  country.  The  report  also  indicated  that  sufficient  funds  in  the 
form  of  temporary  loans  obtained  abroad  and  securities  by  Ter  Meulen  bonds  might 
be  forthcoming  when  the  liens  on  Austria  in  favour  of  the  Governments  concerned 
had  been  suspended.  The  execution  of  the  scheme  was  therefore  dependent  upon  the 
decision  of  these  Governments. 

The  report  of  the  Committee  also  states  the  fact  that  definite  assurances  Jiave 
been  received  by  them  that  temporary  advances  will  be  availalde  on  the  basis  indicated 
In  the  report,  sufficient  to  enable  the  Austrian  Government's  firogramme  of  financial 
reform  to  operate  for  some  months.     The  Austi'iiui  Government's  programme    for 
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reform,  as  outlined  in  the  report  of  the  Committee's  Commission  of  Enquiry  in  Vienna, 
is  drastic  and  comprehensive.  It  includes,  internally,  the  complete  revision  of  Govern- 
ment finances,  the  issue  of  an  internal  loan  so  as  to  secure  the  balancing  of  the  Budget, 
the  establishment  of  a  new  and  independent  Bank  of  Issue  and  the  reform  of  the  cur- 
rency. Externally,  it  contemplates  foreign  credits  for  which  sufficient  guarantees  are 
offered  by  the  Austrian  Government,  and  an  international  control  is  envisaged. 

The  further  action  arising  out  of  the  Committee's  report  of  June  3rd  cannot  yet  be 
detailed  in  its  entirety.  At  the  date  of  the  present  report,  ten  Governments  have 
agreed  to  suspend  any  liens  which  they  may  hold  on  Austria. 

Further,  in  July,  1921,  the  Council  of  Ambassadors,  acting  for  the  Supreme  Council 
of  the  Allied  Powers,  decided  to  approach  the  Government  of  the  United  States  through 
the  Allied  diplomatic  representatives  in  Washington  with  the  object  of  obtaining  the 
consent  of  the  United  States  Government  to  the  suspension  of  American  claims  upon 
Austria  in  respect  of  relief  credits. 

(c)  Finishing  Credits. 

At  its  first  Session,  the  Financial  Committee,  acting  in  agreement  with  the  Economic 
Committee,  entrusted  a  Committee  of  legal  experts  and  business  men  with  the  task 
of  investigating  the  possibility  of  applying  the  system  of  Finishing  Credits,  a  system 
under  which  raw  materials  continue  through  their  successive  transformations  to  serve 
as  security  for  the  credits  which  have  been  granted,  while  the  reimbursement  of  the 
credit  is  a  first  charge  upon  the  sums  realised  by  the  sale  of  the  manufactured  article. 

This  enquiry,  like  many  of  the  activities  of  both  Committees,  was  a  result  of  a 
recommendation  of  the  International  Financial  Conference  of  Brussels. 

At  a  meeting  held  at  Geneva  early  in  February,  1921,  the  Committee  of  legal  and 
business  experts  considered  that  legislative  measures  already  existing,  or  to  be  enacted, 
could  be  adapted  to  assist  the  apphcation  of  the  proposed  system. 

Their  report  to  the  Economic  and  Financial  Committee  drew  attention  to  the 
legal  difficulties  of  the  problem  and  pointed  out  the  necessity  for  the  consultation  of 
business  circles  in  the  various  countries  on  the  economic  aspects  of  the  Scheme.  The 
Economic  and  Financial  Committee  endorsed  this  report  as  a  valuable  expose  of  the 
main  facts  of  the  situation  as  regards  finishing  credits,  and  requested  the  members 
of  the  Economic  Committee  to  undertake  the  task  of  consulting  business  circles  in 
their  respective  countries.  The  results,  to  date,  of  these  enquiries  leave  little  doubt 
as  to  the  small  favour  with  which  these  credits  are  likely  to  be  received. 

{d)  Other  Questions  arising  out  of  the  'International  Financial  Conference  of  Brussels. 

The  Financial  Committee  is  engaged  in  the  consideration  of  reports  by  certain 
of  its  Members  bearing  on  the  following  questions,  arising  out  of  the  resolutions  of  the 
International  Financial  Conference  of  Brussels. 

Double   taxation,  with  special  reference  to  the  question  of  double  Income  Tax. 

The   reciprocal   treatment  of  branches  of  foreign  banks  in  the  various  countries. 

An  international  understanding  on  the  subject  of  lost,  stolen,  or  destroyed  securities.- 

Claims  by  the  holders  of  bonds  the  interest  of  which  is  in  arrear. 

(e)  Publicity  for  the  decisions  of  the  International  Financial  Conference  at  Brussels. 

The  Financial  Committee  has,  during  the  year,  taken  steps  to  ensure  the  widest 
possible  publicity  for  the  decisions  of  the  International  Financial  Conference  at  Brus- 
-sels. 

II.  —  Subjects  dealt  with  primarily  by  the  Economic  Committee. 

(a)  Enquiry  into  the  world's  economic  situation. 

The  Economic  Committee  was,  at  its  first  meeting,  confronted  with  the  necessity 
of  advising  the  Council  upon  the  very  large  and  complex  question  of  the  supply  to  the 
various  countries  of  the  foodstuffs  and  raw  materials  necessary  for  |their  well-being, 
and,  in  some  cases,  even  for  their  existence.     In  order  adequately  to  fulfil  the  advisory 

2 


—  10  — 

role  with  which  it  had  been  invested,  it  was  necessary  for  the  Committee,  as  a  first 
step,  to  draw  up  a  general  summary  of  existing  economic  conditions,  and  to  supplement 
the  data  at  its  disposal  with  regard  to  certain  aspects  of  the  question. 

With  this  object  in  view,  a  preliminary  questionnaire  was  addressed  to  the  different 
Governments,  in  January,  1921,  asking  for  information  on  the  following  points  : — 

(a)  Import   and   export   restrictions   (licences,   export   prices,   reserves   for  hom 

consumption,  anti-dumping  bills,  etc.). 
{b)  Monopolies, 
(c)  Unfair  competition. 

A  further  questionnaire  was  also  addressed  to  the  Governments  in  February,  1921, 
requesting  them  to  give  any  information  in  their  power  with  regard  to  their  stocks 
of  foodstuffs  and  raw  materials  which  might  tend  to  throw  light  on  the  situation 
throughout  the  world. 

A  oertain  number  of  replies  have  already  been  received  by  the  Secretariat,  £ind  the 
report  of  the  Committee  will  be  submitted  in  due  course. 

(b)  Finishing  Credits. 

For  particulars  of  the  work  accomplished  under  this  head,  see  Section  (c)  of  the 
work  of  the  Financial  Committee. 

In  addition,  certain  members  of  the  Economic  Committee  have  undertaken  enquiries 
in  industrial  circles  in  their  own  country,  to  ascertain  what  reception  the  Finishing 
Credits  Scheme  would  be  likely  to  receive.  The  result  of  these  enquiries  is  in  most 
cases  unfavourable  to  the  scheme! 

c)  Unification  of  legislation  regarding  Bills  of  Exchange. 

In  agreement  with  the  Financial  Committee,  and  in  order  to  give  effect  to  a  reso- 
lution of  the  Brussels  Conference,  the  Economic  Committee  has  sent  to  the  various 
Governments  a  questionnaire,  regarding  the  unification  of  legislation  dealing  with 
bills  of  exchange,  enquiring  \yhether  the  Governments  feel  disposed  to  take  part  in  a 
further  Conference  with  a  view  to  further  consideration  of  the  problem.  Only  a  small 
number  of  replies  have  so  far  been  received. 

III. —  Subjects  of  General  Interest. 

(a)  Statistical  and  other  Publications. 

At  its  first  meeting,  the  Economic  Committee,  in  agreement  with  the  Financial 
Committee,  decided  to  recommend  to  the  Council  that  the  League  of  Nations  should 
take  over  the  publication  of  the  Monthly  Bulletin  of  Statistics  (a  collection  of  indices 
illustrating  commercial  and  industrial  movements  in  the  various  countries),  previously 
issued  by  the  British  Board  of  Trade  and  by  the  French  Ministry  of  Commerce,  under 
the  auspices  of  the  Supreme  Economic  Council.  In  accordance  with  this  recommenda- 
tion, which  was  adopted  by  the  Council  of  the  League  in  December  1920,  steps  were 
taken  to  transfer  the  work  of  the  preparation  and  the  publication  of  the  Bulletin  of 
Statistics  to  the  seat  of  the  League  of  Nations  at  Geneva.  Measures  were  also  taken  to 
obtain  official  verification  of  all  figures  quoted,  as  well  as  certain  additional  information 
from  the  Governments  of  the  various  States  concerned,  and  it  is  hoped  that  arrange- 
ments may  be  made  for  the  regular  supply  of  the  necessary  data  to  the  Secretariat 
month  by  month.  In  view  of  the  time  necessary  for  the  obtaining  of  such  official 
verification,  it  was  considered  desirable  to  postpone  the  transference  of  the  publication 
of  the  Bulletin  to  Geneva.  This  transference  has,  however,  now  been  effected,  and  the 
first  ssue  of  the  Bulletin  from  Geneva  has  already  taken  place. 

In  accordance  with  recommendations  of  the  Financial  Committee,  made  in  agree- 
ment with  the  Economic  Committee,  and  adopted  by  the  CouncU,  the  Secretariat 
has  undertaken  the  publication  of  periodical  statements  in  respect  of  the  Public 
Finances  and  the  Currency  Systems  of  various  countries.  For  the  purposes  of  the  former 
publication,  a  detailed  questionnaire  was  addressed  to  the  Government  in 
June  1921. 


—  11  — 

{b)  Constitution  of  the  Definitive  Economic  and  Financial  Organisation. 

The  first  Assembly,  by  a  resolution  adopted  on  December  9th,  1920,  decided  that 
a  standing  Advisory  Economic  and  Financial  Committee  should  be  constituted  which 
would  replace  the  Provisional  Economic  and  Financial  Committee  estabhshed  by 
the  Council.  The  Council  was  also  empowered  to  summon  a  general  Economic  and 
Financial  Conference,  as  circumstances  might  require,  with  power  to  constitute  the 
standing  Advisory  Committee  in  question. 

In  December,  1920,  the  President  of  the  Provisional  Economic  and  Financial  Cora* 
mittee  informed  the  Council  that,  in  the  view  of  the  Financial  Committee,  it  would 
be  premature  to  summon  in  1921  a  general  Conference  to  discuss  financial  questions. 
The  Economic  Committee  which  was  engaged  in  studying  the  question  of  raw  materials 
and  food  supplies  and  of  monopolies  reserved  the  right  to  propose,  if  necessary,  the 
convocation  of  an  Economic  Conference  in  1921.  On  March  2nd,  during  its  meeting  in 
Paris,  the  Council  was  again  informed  that  the  Committee  was  not  yet  in  a  position  to 
advise  when  a  Conference  should  be  convened. 

In  the  meantime,  the  two  Committees  had  considered,  so  far  as  their  work  allowed 
them,  the  question  of  the  constitution  of  the  definitive  Advisory  Committee.  In 
February,  1921,  the  Economic  Committee  laid  before  the  joint  session  of  the  Committee 
a  report  setting  out  its  views  on  the  position  of  the  definitive  Advisory  Committee 
and  of  the  General  Conference,  the  size  and  mode  of  construction  of  the  Advisory 
Committee,  the  mode  of  selection  of  States  to  be  represented  upon  it,  its  procedure  and 
the  subjects  within  its  scope.  This  report  was  reserved  for  the  detailed  consideration 
of  the  Financial  Committee. 

The  Financial  Committee,  at  its  meeting  in  May,  1921,  resumed  the  study  of  the 
question  which  had  been  somewhat  interrupted  by  its  labours  on  the  Austrian  question. 
At  this  meeting,  the  Committee  considered  a  preliminary  report  the  main  purport  of 
which  was  to  recommend  to  the  Council  that  it  should  defer  a  definite  decision  on  the 
subject  of  the  standing  Advisory  Committee,  in  view  of  the  fact  that  a  hasty  solution  of 
the  question  would  not  entail  good  results,  and  that  it  seemed  essential  that  wider  expe- 
rience should  be  available  before  a  practical  conclusion  could  be  arrived  at.  This 
report,  together  with  a  report  of  the  Economic  Committee,  was  reserved  for  discussion 
between  the  Presidents  of  the  two  Committees  and  it  was  arranged  that  the  question 
should  be  discussed  at  the  next  joint  session,  to  be  held  in  Geneva  shortly  before  the 
second  Assembly. 
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PROVISIONAL  ECONOMIC  AND  FINANCIAL  COMMITTEE. 

REPORT  TO  THE  COUNCIL   UPON  THE  SESSION   HELD 
IN   GENEVA,  AUGUST-SEPTEMBER   1921. 

Communicated  to  the  Assembly  in  accordance  with  the  Council's  Resolution  of  - 

September  I9ih,  1921. 

The  Report  which  the  Council  of  the  League  of  Nations  has  presented  to  the  Assem- 
bly, entitled  "  Report  to  the  Second  Assembly  on  the  Work  of  the  Council  and  on  the 
Measures  taken  to  execute  the  Decisions  of  the  First  Assembly,"  summarises  the  work 
performed  by  the  Provisional  Economic  and  Financial  Committee  down  to  the  month 
of  August  last. 

The  Committee  have  the  honour  to  submit  to  the  Council  the  following  report 
upon  the  results  of  the  session  which  has  been  held  at  Geneva  from  August  31st  to 
September '8th,  1921. 

These  two  documents,  with  the  various  special  reports  to  which  they  refer,  constitute 
the  account  which  the  Committee  desire  to  render  of  the  several  tasks  upon  which 
they  have  been  engaged  from  the  date  of  their  constitution  down  to  the  present  time. 

The  Economic  and  Financial  Committees  have  examined  certain  questions  sepa- 
rately ;  others  have  beendealt  with  in  ajoint  session.  The  detailed  reports  are  subdivided 
accordingly. 

General  Considerations. 

The  work  of  the  Committee,  since  its  creation,  cannot  properly  be  judged  witliout 
taking  account  of  the  important  changes  which  have  occurred  in  the  financial  and 
commercial  world  since  the  Conference  of  Brussels. 

The  Brussels  Conference,  meeting  a  year  ago,  established  in  the  light  of  official 
declarations  of  the  Governments  a  statement  of  the  critical  condition  in  which  the 
economic  world  had  been  placed  by  the  war. 

The  nations  were,  in  general,  unable  to  balance  their  budgets  and  were  continuing 
to  print  paper  money  ;  the  result  was  a  continuous  inflation  and  depreciation  of  the 
exchanges,  and  these  factors  were  aggravated  by  a  general  shortage  of  merchandise 
and  raw  materials  and  by  the  prevalence  of  innumerabje  restrictions  upon  free  dealings 
in  goods. 

The  Conference  made  it  its  primary  aim  to  recommend  the  adoption  of  a  sound 
and  reasonable  financial  policy  ;  and  there  can  be  no  doubt  that  in  order  to  restore  to 
the  world  normal  conditions  of  economic  prosperity  and  to  mitigate  the  shock  of  adap- 
tation tothe  new  commercial  situation,  the  principlesof "  financial  morality  "proclaimed 
at  Brussels  must  steadfastly  be  put  into  practice. 

The  resolutions  of  the  Conference  were  approved  and  welcomed  by  the  Governments, 
by  financiers  and  by  business  men. 

The  Council  of  the  League  of  Nations  has  given  to  the  Provisional  Economic  and 
Financial  Committee  the  duty  of  endeavouring  to  secure  the  application  of  the  prin- 
ciples of  the  Brussels  Conference  and  of  studying  the  methods  of  their  application. 

In  the  past  year,  the  economic  and  financial  position  of  most  countries  has  under- 
gone a  profound  change.  Speaking  in  very  general  terms,  one  may  say  that  this 
process  has,  so  far,  divided  the  countries  of  the  world  into  two  groups  : — 

(1)  The  countries  outside  Europe  and  those  of  the  West  of  Europe,  including  the 
majority  of  the  former  neutrals,  display  a  considerable  and  often  a  very  rapid  advance 
towards  deflation,  or  at  least  a  cessation  of  inflation.  Their  budgets  show  that  they 
have  substantially  reduced,  even  if  they  have  not  completely  closed,  the  enormous 
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gap  between  expenditure  and  receipts.     There  is  a  better  appreciation  of  the  principle 
that  loans  should  not  be  incurred,  except  for  productive  expenditure. 

The  issue  of  paper  money  has  been  stopped  and  in  some  countries  the  quantity  of 
such  money  in  circulation  has  even  been  reduced. 

This  movement  of  deflation  has  contributed  to  the  great  changes  which  have  been 
experienced  in  commercial  relations. 

Whereas  a  year  ago  there  was  an  urgent  demand  for  goods,  since  that  time  a  great 
restriction  has  been  experienced  in  the  sale  of  products  of  every  kind,  buyers  being 
under  the  impression  that  the  fall  of  prices  will  continue  and  become  still  more  marked 
in  consequence,  amongst  other  things,  of  the  difficulty  of  disposing  of  the  stocks  accu- 
mulated  during  the  war. 

Holders  of  merchandise  are  accordingly  obliged  to  seek  new  markets  for  their 
goods  and  to  do  so  in  the  especially  difficult  circumstances  produced  by  the  world 
crisis. 

These  changes  have  not  taken  place  without  unfortunate  consequences  of  which 
the  increase  in  unemployment  is  perhaps  the  most  to  be  regretted.  The  fact  that 
difficulties  of  this  kind  would  accompany  the  process  of  readjustment  was  clearly 
foreseen  by  the  Brussels  Conference,  which  stated  in  no  uncertain  terms  that  the 
operations  of  deflation,  if  and  when  undertaken,  must  be  carried  out  gradually 
and  with  great  caution,  otherwise  the  disturbance  to  trade  and  credit  might  prove 
disastrous. 

Whether  this  period  of  transition  is  now  approaching  its  end  it  would  be  premature 
to  say.  But  it  is  possible  to  recognise  that  it  has  already  been  marked  by  a  general 
improvement  in  the  public  finances  of  the  countries  concerned,  that  the  balance  of 
foreign  trade  has  in  general  been  redressed  and  that  a  vast  number  of  restrictions  on 
commerce,  including  particularly  the  discrimination  of  prices,  have  disappeared.  In 
these  conditions,  with  exporters  seeking  markets  for  their  goods,  the  International 
Credits  Organisation,  which  the  Committee  have  continued  to  develop  throughout  the 
year,  has  been  able  to  adjust  itself  to  the  requirements  of  the  exporting  countries, 
which  have  testified  abundantly  to  their  appreciation  of  its  capacities. 

(2)  But  this  process  of  readjustment  has  been  by  no  means  universal.  There 
are  many  countries,  particularly  in  the  East  of  Europe  (with  the  notable  exception 
of  Czecho-Slovakia)  which  have  been  unable  to  close  the  gap  that  exists  between  the 
total  income  and  the  total  expenditure  of  the  State,  where  recourse  to  the  printing 
press  is  still  common  and  where  it  cannot  yet  be  asserted  that  the  fall  in  the  exchanges 
has  definitely  come  to  an  end. 

In  some  respects  the  constant  process  of  inflation  provides  an  artificial  stimulus 
to  industry  and  trade,  but  the  apparent  prosperity  which  is  thus  created  rests  on 
uncertain  foundations.  If  this  process  is  allowed  to  produce  its  natural  results,  it 
will  end  in  certain  disaster.  And  at  present,  though  certain  export  trades  may  flourish, 
there  is  no  escape  from  the  difficulty  of  obtaining  essential  imports,  which  exists  in 
the  disorganisation  of  the  exchanges  of  these  countries.  The  obtaining  of  credits 
is  seriously  hampered,  and  consequently  the  countries  with  depreciated  currencies 
are  unable  to  provide  the  markets- which  the  exporting  countries  so  anxiously  seek. 

This  division  of  the  countries  of  the  world  into  two  groups  needs  naturally  many 
qualifications.  But  the  present  derangement  of  economic  relationships  which  it 
attempts  to  indicate  is  the  cause  of  great  economic  loss  and  damage  to  all  the  partners 
in  the  trade  of  the  world. 

The  satisfaction  of  the  needs  of  importing  countries  for  raw  materials  is  one  part 
of  this  situation  which  the  Committee  began  to  study  at  the  end  of  1920.  At  that 
time,  the  scarcity  of  supplies,  the  numerous  restrictions  and  controls,  and  the  discrimi- 
nation of  prices,  were  among  the  most  significant  features  of  the  situation.  During 
the  progress  of  the  Committee's  enquiry,  events  have  moved  with  great  rapidity  ; 
restrictions  upon  trade  have  largely  disappeared  ;  discrimination  of  prices  no  longer 
exists.  In  general,  supplies  are  at  the  moment  abundant.  Much  remains  to  be  done, 
however,  in  the  improvement  of  transport  facilities,  more  specially  in  Central  and 
South-Eastern  Europe,  where  some  form  of  regional  understanding  may  well  prove 
fruitful,  and  the  Committee's  enquiries  have  led  them  to  draw  the  attention  of  the 
Council  and  of  the  Transit  Organisation  to  this  matter. 
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The  effects  upon  trade  of  the  existence  of  great  monopoHes  whose  activities  are 
not  confined  within  the  borders  of  one  State,  have  appeared  to  the  Committee,  in  the 
course  of  their  investigation,  to  merit  further  enquiry. 

But  at  the  present  time,  the  predominant  features  in  the  situation  are  those  of 
exchange  and  credits.  The  Committee  have  therefore  given  much  attention  to  the 
question  of  promoting  the  machinery  for  providing  credits  to  bridge  the  gulf  between 
exporters  and  importers.  Their  enquiry  into  systems  of  Finishing  Credits,  in  which 
they  have  enjoyed  the  assistance  of  distinguished  experts,  have  satisfied  them  that 
such  schemes  offer  Uttle  prospect  of  being  employed  on  any  large  scale.  They  have 
-  therefore  continued  to  develop  the  organisation  of  the  International  Credits  Scheme, 
the  advantages  of  which,  and  the  possibilities  of  modifying  it  as  necessary  to  suit 
varying  circumstances,  may  well  be  explained  further  to  importing  countries. 

But  it  is  more  evident  now,  even  than  it  was  a  year  ago,  that  the  provision  of 
credits  cannot  operate  as  the  sole  remedy  for  the  ills  of  the  present  situation. 

The  application  by  each  individual  State  to  its  own  finances  of  the  principles  laid 
down  at  the  Brussels  Conference  is  a  necessary  condition  of  economic  progress.  It  is 
in  this  belief  that  the  Committee  accepted  the  invitation  which  was  extended  to  them, 
to  examine  the  finances  of  Austria. 

The  condition  under  which  this  proposal  was  brought  to  their  notice,  the  ready 
co-operation  of  the  Austrian  Government,  and  the  detailed  programme  approved 
by  the  Committee  are  set  out  in  their  Report  of  June  last.  This  programme  is  the 
direct  consequence  of  the  Brussels  Conference.  It  applies  the  principles  which 
that  Conference  recommended,  and  utilizes  the  International  Credits  Scheme  to  which 
it  gave  rise. 

The  progress  made  in  the  execution  of  this  programme  by  the  Austrian  Government, 
and  the  matters  on  which  further  action  now  depends,  are  explained  in  detail  in  the 
Report  of  the  Financial  Section  of  the  Committee. 

If  the  League  is  able  to  promote  the  financial  restoration  of  one  of  its  Members,  a 
State  which  is  an  ancient  home  of  culture,  a  centre  of  civilisation  and  a  source  of 
fruitful  economic  activity,  it  will  make  a  worthy  and  notable  contribution  to  the 
welfare  of  the  world  and  to  that  co-operation  of  nations  in  peaceful  progress  which 
it  is  one  of  the  first  aims  of  the  League  to  foster. 

And  this  attempt  is  the  more  to  be  recommended  since,  in  the  view  of  the  Committee, 
the  prosperity  of  Austria  will  materially  assist  the  well-being  of  the  South-East  of 
Europe,  and  thereby  have  beneficial  results  upon  trade  throughout  the  world. 

In  present  abnormal  conditions,  the  work  of  the  Committee  must  necessarily  deal 
to  a  predominant  extent  with  the  immediate  problems  of  the  world.  But  they  have 
not  altogether  neglected  to  initiate  action  in  regard  to  certain  matters  which  will 
affect  the  international  development  of  trade  and  finance  even  in  more  settled  times. 
They  have  begun  and  are  continuing  the  publication  of  certain  financial  information 
They  have  on  foot  enquiries  into  questions  of  double  taxation  and  of  the  treatment 
of  branches  of  foreign  banks.  They  are  investigating  the  possibility  of  international 
action  in  the  near  future  in  regard  to  the  unification  of  the  law  relating  to  bills  of 
exchange  and  in  the  matter  of  imfair  competition  and  protection  against  false  indica- 
tions of  origin.  The  collection  and  examination  of  adequate  material  for  forming 
judgments  on  these  questions  necessarily  takes  a  certain  time. 

The  great  anxiety  which  is  felt  by  many  people  about  the  present  condition  and 
future  prospects  of  trade  and  finance  has  produced  the  suggestion  from  certain  quarters 
that  a  new  body  of  expert  opinion  should  again  be  summoned  together  to  consider 
afresh  the  best  principles  of  financial  action  applicable  to  present  circumstances.  It  is 
even  suggested  in  some  quarters  that  action  of  this  kind  might  promote  by  international 
agreement  or  otherwise  the  stabihsation  of  the  exchanges. 

The  Committee  have  examined  this  question  with  great  care.  They  have  arrived 
at  the  conclusion  that  the  time  is  not  yet  ripe  for  any  action  of  this  kind.  So  many 
countries  are  still  unable  to  balance  their  budgets  and  to  meet  their  engagements 
without  recourse  to  new  issues  of  paper  currency,  and  so  many  uncertain  factors 
affecting  both  public  finance  and  international  trade  remain  to  be  taken  into  account, 
that  it  is  premature  in  the  view  of  the  Committee  to  recommend  any  method  of  arriv- 
ing  at   stabilisation   of  currencies  or  exchanges  other  than  adherence  to  the  general 
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principles  laid  down  by  the  International  Financial  Conference  of  Brussels,  principles 
which  continue  to  be  quoted  and  endorsed  whenever  the  problems  to  which  they 
relate  are  seriously  discussed. 

A.  Questions  considered  by  the  Financial  Committee. 

1.  Financial  Reconstruction  of  Austria. 

In  their  report  of  May  31st  last,  the  Financial  Committee  laid  before  the  Council 
a  programme  of  reform  for  the  finances  of  Austria,  applicable  to  the  situation  then 
existing,  and  based  upon  proposals  put  forward  by  the  Austrian  Government  with 
the  support  of  the  various  political  parties. 

In  regard  to  the  execution  of  this  plan,  the  Committee  expressed  themselves  as  follows: 

"  The  Committee  are  glad  to  state  that  they  have  received  definite  assurance  that 
temporary  advances,  on  this  basis,  sufficient  to  enable  the  programme  to  operate  for 
some  months,  will  be  available  within  a  few  weeks.  These  advances  will  be  conditional 
on  the  execution  by  the  Austrian  Government  of  its  programme  of  financial  reform, 
including  the  items  dealing  with  reduction  of  expenditure  (in  which  connection  parti- 
cular attention  should  also  be  paid  to  military  expenditure),  and  they  will  be  conditional 
also,  as  was  laid  down  in  the  Committee's  Report  of  April  4th,  on  the  suspension  of 
the  liens  on  Austrian  assets  (for  Reparations  and  other  debts)  in  accordance  with  the 
statement  made  by  the  Supreme  Council  on  March  17th. 

"  The  Committee  have  completed  the  task  which,  at  the  request  of  the  Supreme 
Council,  they  began  two  months  ago.  They  have  approved  a  programme  of  financial 
action  competent,  in  their  opinion,  to  restore  the  Austrian  economic  situation.  Tem- 
porary advances  to  initiate  this  programme  are  assured.  It  rests  with  the  Governments 
concerned  to  allow  the  work  to  be  undertaken  on  the  conditions  indicated  in  the  Com- 
mittee's Note  of  April  4th,  1921.  " 

These  two  fundamental  conditions  are  still  only  in  process  of  realisation. 

The  Austrian  Government,  in  spite  of  the  difficulties  occasioned  by  the  absence 
of  foreign  credits,  have  endeavoured  to  give  immediate  proof  of  the  sincerity  of  the 
undertakings  which  they  have  given.  The  measures  taken  by  the  Austrian  Government, 
or  passed  by  Parliament,  since  the  month  of  May  last  should  substantially  diminish 
the  budgetary  deficit.  Industry  and  production  have  so  far  been  maintained  in  a  satis- 
factory position.  Economic  relations  between  Austria  and  the  neighbouring  States 
are  experiencing  a  marked  improvement.  The  importance  of  the  part  played  by  the 
city  of  Vienna  in  commerce  and  finance  continues  to  increase. 

Unfortunately,  the  beneficial  effects  of  the  measures  taken  by  the  Austrian  Govern- 
ment have  not  yet  produced  the  results  for  which  that  Government  were  legitimately 
entitled  to  hope.  Almost  all  the  Governments  which  have  liens  upon  the  national 
resources  of  Austria  have  announced  their  decision  to  agree  to  the  formal  suspension 
of  their  rights,  on  condition  that  this  agreement  is  made  simultaneously  by  all  the 
interested  Governments.  The  United  States,  however,  have  not  yet  made  known 
their  decision.  This  is  the  obstacle  which  has  prevented  the  complete  execution  of  the 
programme  to  which  the  Financial  Committee  had  given  their  approval  and  support. 
While  the  Committee  recognise  the  goodwill  which  the  United  States  Administration 
have  manifested  in  the  matter,  they  consider  that  it  would  serve  no  good  purpose  to 
minimise  the  importance  of  this  delay,  the  cause  of  which  lies  outside  both  the  compe- 
tence of  the  Financial  Committee  and  the  means  of  action  at  their  disposal. 

This  delay,  by  rendering  impossible  the  obtaining  of  foreign  credits  and  by  pro- 
voking an  exaggerated  feeling  of  pessimism  in  Vienna,  has  probably  contributed  to  a 
considerable  extent  to  the  strongly  marked  depreciation  of  the  crown  which  has  recently 
taken  place.  The  Committee  deplore  the  regrettable  consequences  of  this  delay.  They 
continue  to  hope  that  it  will  not  be  such  as  to  necessitate  serious  modifications  in  the 
basis  of  the  programme  which  they  approved  last  May,  and  that  its  effects  will  be  only 
temporary.  The  Austrian  people  by  their  recent  efforts  have  justified  a  material 
improvement  of  their  credit  abroad,  and  the  Financial  Committee  are  convinced  that 
by  courage  and  confidence  they  jvill  at  the  same  time  retain  and  consolidate  this 
improvement. 
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2.     International  Credits  Scheme. 


The  Committee  have  carefully  considered  the  progress  of  work  under  this  scheme, 
which  is  dealt  with  in  a  report  from  the  Organiser,  contained  in  the  Annex. 

The  Committee  agree  with  the  views  expressed  by  the  Organiser  in  this  report. 
They  consider  that  for  the  present  the  work  should  be  continued  with  the  existing 
organisation  and  that  accordingly  the  duties  of  the  International  Commission  under 
the  scheme  should,  until  the  situation  has  further  developed,  continue  to  be  carried 
out  by  the  Financial  Section  of  the  Committee  as  recommended  in  the  Committee's 
report  of  November  30th,  1920,  and  as  approved  by  the  Council  on  December  14th,  1920. 

They  consider  that  under  present  circumstances  an  application  of  the  Ter  Meulen 
Scheme  might  have  a  very  important  effect  in  starting  a  movement  towards  improving 
underlying  conditions. 

They  refer  especially  to  the  use  of  the  scheme  to  support  credits  designed  to  forward 
the  work  of  reconstruction  and  to  facilitate  the  introduction  of  financial  reforms  by 
those  Governments  whose  difficulties  are  greatest. 

3.     Financial  Position  of  the  Free  City  of  Danzig. 

The  Financial  Committee,  at  their  present  session,  have  considered  the  request 
made  to  them  by  the  Council  on  June  23rd  last,  that  they  should  study  the  financial 
situation  of  the  Free  City  of  Danzig. 

They  have  had  before  them  the  reports  of  Viscount  Ishii  and  of  General  Haking, 
supplemented  by  material  collected  by  the  Secretariat.  They  have  not  yet  been  able 
to  promote  a  direct  enquiry  by  their  own  members. 

It  would  appear  that  the  finances  of  Danzig  are  influenced  by  world-wide  economic 
conditions,  the  effect  of  which  upon  the  finances  of  the  Free  City  it  may  not  be  possible 
for  any  action  of  the  Council  materially  to  alleviate. 

It  would  also  appear  that  there  are  financial  liabihties  involving  questions  of  inter- 
national obligation  which  may  prove  on  examination  to  lie  outside  the  Committee's 
competence. 

Nevertheless,  the  Committee  consider  that  an  inquiry  into  the  financial  position 
of  Danzig  could  appropriately  be  undertaken  at  the  request  of  the  Council  in  view  of  the 
special  relations  between  the  Free  City  and  the  League  of  Nations,  provided  it  is  under- 
stood that  such  enquiry  does  not  indicate  any  intention  of  the  Council  to  promote  the 
direct  provision  of  financial  assistance  to  the  Free  City. 

They  have  therefore  appointed  two  of  their  members,  MM.  Avenol  and  Janssen, 
to  make  a  more  thorough  study  of  the  situation,  with  authority  to  consult,  subject  to 
the  Council's  approval,  representatives  of  the  Free  City  and  of  the  Polish  Government. 

If  the  Council  approves  this  procedure,  the  Committee  will  examine  the  result  of 
this  inquiry  at  their  next  session. 

■4.     Claims  by  Holders  of  Bonds  the  Interest  of  which  is  in  Arrears, 

The  Committee  have  considered  memoranda  by  M.  Barboza  Carneiro  and  M.  Ter 
Meulen  on  this  question,  which  has  come  before  them  as  part  of  the  consideration  of  the 
results  of  the  Brussels  Financial  Conference.  They  are  satisfied  that  difficulties  both 
of  fact  and  of  principle  are  serious  obstacles  in  the  way  of  a  recommendation  to  the 
Council,  and  they  will  await  a  more  precise  request  from  the  Council  before  proceeding 
further  with  the  matter.  In  any  case,  the  Committee  have  decided  to  adopt  the  prin- 
ciple of  not  considering  direct  applications  connected  with  specific  loans  put  forward  by 
private  associations  or  interests. 


J. 


Double  Taxation. 


The  Committee,  before  whom  this  question  is  brought  in  consequence  of  the  recom- 
mendations of  the  Brussels  International  Conference,  have  adopted  the  following 
resolution  : 

"  Representations  have  beenmade  to  the  Financial  Committee  that  there  are  grave 
objections,  not  only  on  grounds  of  equity,  but  also  on  economic  grounds,  to  existing 
systems  of  taxation,  in  so  far  as  they  compel  citizens  and  corporations  of  one  country 
to  pay  taxes  in  more  than  one  country  in  respect  of  the  same  taxable  subjects. 
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"  Tho  Finanrial  Commiltoe  are  of  opinion  lliat  it  is  dnsirablo  Ihal  this  qnoslion 
should  be  studied  from  the  widest  possible  standpoint,  and  that  expressions  of  opinion 
upon  it  should  be  obtained  from  recognised  experts  on  taxation,  together  with  concrete 
recommendations,  if  experts  think  fit,  for  ohminating  any  drawbacks  attaching  to 
double  taxation.  The  possibiHty  of  an  international  convention  regulating  the  matter 
should  be  considered.  " 

■  The  Committee  consider  that  this  question  might  be  submitted  to  an  English  expert, 
an  Italian  expert,  and  a  Dutch  expert,  and  that  an  American  expert  should  be  invited 
to  give  his  assistance. 

Such  experts  would,  in  thg  first  instance,  be  approached  privately  by  members  of 
the  Committee. 

6.     The  Gold  Question. 

The  Financial  Committee  have  given  continued  attention  to  the  gold  question,  as 
contained  in  the  resolutions  passed  by  the  International  Financial  Conference  of  Brus- 
sels, which  were  as  follows  : 

"  Without  entering  into  the  qui^slion  whether  gold  is  or  is  not  the  ideal  common 
standard  of  value,  wo  consider  it  most  important  that  the  world  should  liave  some 
common  standard,  and  that  as  gold  is,  to-day,  the  nominal  standard  of  the  civilised 
world— 

"  It  is  highly  desirable  that  the  countries  which  have  lapsed  from  an  effective  gold 
standard  should  return  thereto. 

"  It  is  useless  to  attempt  to  fix  the  ratio  of  existing  fiduciary  currencies  to  their 
nominal  gold  value  as,  unless  the  condition  of  the  country  concerned  were  sufficiently 
favourable  to  make  the  fixing  of  such  ratio  unnecessary,  it  could  not  be  maintained. 

"  The  reversion  to,  or  establishment  of,  an  effective  gold  standard  would,  in  many 
cases,  demand  enormous  deflation,  and  it  is  cartain  that  such  deflation,  if  and  when 
undertaken,  must  be  carried  out  gradually  and  with  great  caution,  otherwise  the  disturl)- 
ancc  to  trade  and  credit  might  prove  disastrous. 

"  We  cannot  recommend  any  attempt  to  stabilise  the  value  of  gold,  and  we  gravely 
doubt  whether  such  attempt  could  succeed  ;  but  this  question  might  well  be  submitted 
to  the  Committee,  to  which  we  refer  later,  if  it  should  be  appointed.  " 

After  examining  the  question  and  taking  into  consideration  suggestions  which  are 
being  made  that  the  possibility  of  a  stabilisation  of  currencies  should  be  reconsidered  at 
once  with  a  view  to  some  international  agreement  on  the  subject,  the  Financial  Com- 
mittee have  arrived  at  the  conclusion  that  the  time  is  not  yet  ripe  for  any  such  action. 
The  conditions,  financial,  economic  and  political,  of  many  countries  in  the  world  are  so 
unstable,  there  are  so  many  countries  which  are  still  unable  to  cover  their  budgets  and 
to  meet  their  engagements  without  recourse  to  new  issues  of  currency,  and  so  many 
uncertain  factors  remain  for  settlement  that,  in  the  view  of  the  Financial  Committee 
it  is  premature  to  recommend  any  method  of  arriving  at  stabilisation  of  currency  other 
than  adherence  to  the  general  principles  laid  down  by  the  International  Financial 
Conference  of  Brussels. 

B.    Questions    examined    by    the    Economic   Committee. 

1 .  Difficulties  in  the  supply  of  raw  materials. 

Upon  this  question,  which  has  been  referred  to  the  Committee  by  a  resolution 
of  the  Council,  dated  October  25th,  1920,  the  Committee  have  completed  a  unanimous 
report,  which  is  being  submitted  to  the  Council  in  separate  form^ 

2.  Unfair  Competition. 

The  Economic  Committee  have  carefully  considered  the  replies  which  have  been 
received  to  the  section  of  their  questionnaire  of  January  12th,  1921,  which  dealt  with 
this  subject.  In  their  opinion,  these  replies  warrant  the  conclusion  that  there  is  a 
prima  facie  case,  requiring  further  investigation,  for  strengthening  the  International 
Conventions  relating  to  the  protection  of  industrial  property  and  to  false  indications 
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of  origin.  Thn  Comniitleo  have  accordingly  placed  themscivos  in  commnnicalion  with 
the  Bureaux  internationaux  reiinis  dc  la  Propriele  industrieiio,  iitleraire  et  artistiqno, 
which  is  the  international  bureau-  established  by  these  Conventions,  in  view  of  the 
Conference  which  they  understand  will  meet  at  the  Hague  in  1922  or  1923  to  consider 
amendments  to  the  above  Conventions.  The  Committee  have  had  the  advantage  of  a 
conference  with  the  First  Vice-Director  of  the  Bureaux  (Professor  Rothlisberger),  as  a 
result  of  which  they  propose  to  continue  their  examination  of  the  subject  at  their  next 
session  with  a  view  to  formulating  definite  recommendations. 

3.  Unification  of  Legislation  regarding  Bills  of  Exchange. 

The  number  of  replies  which  have  hitherto  been  received  to  the  questionnaire 
which  the  Committee  addressed  to  the  Governments  last  April  is  insufficient  to  enable 
the  Committee  to  make  a  recommendation  at  their  present  session.-  The  Committee 
have  addressed  a  letter  to  those  Governments  which  have  not  replied,  asking  that  replies 
may  be  received  at  an  early  date,  and  have  appointed  a  Sub-Committee  to  continue  the 
study  of  the  question  and  report  at  the  next  session. 

4.  Commercial  Methods  in  relation  to  the  instability  of  the  exchanges. 

The  Committee  have  decided  to  examine  the  various  commercial  methods  which 
are  in  use  in  different  countries  to  mitigate  the  risks  occasioned  by  the  instability  of 
the  exchanges,  and  have  appointed  rapporteurs  to  study  the  subject  in  collaboration 
and  report  to  the  next  session  of  the  Committee. 

C.  Questions  examined  at  a  joint  session. 

1.   Proposal  of  the  Belgian   Government  regarding  the  International  Institute  'of 

Commerce  (1). 

The  Council,  having  received  a  proposal  of  the  Belgian  Government  that  the 
International  Institute  of  Commerce  should  be  considered  as  the  organ  of  economic 
documentation  of  the  League  of  Nations,  have  requested  the  Provisional  Economic 
and  Financial  Committee  to  advise  upon  this  matter  (Council  resolution  of  Juno 
27th,  1921). 

The  Committee  have  most  carefully  examined  the  Belgian  Government's  proposal 
and  have  arrived  at  the  following  conclusions  : 

The  request  for  recognition  received  from  the  International  Institute  of  Commerce 
at  Brussels  raises  a  particular  case  of  the  general  question  of  the  statistical  activities 
of  the  League  of  Nations. 

While  this  particular  bureau  is  not  strictly  an  international  body  established  by 
international  convention,  it  has  certain  claims  to  be  regarded  as  an  official  international 
bureau,  having  been  established  by  the  Inter-Parhamentary  Union  and  relying  as  it 
does  for  its  funds  on  grants  by  the  Slates  (some  17  in  number)  which  have  adhered  to 
it.  But  we  think  it  is  premature  to  consider  its  recognition  by  the  League  of  Nations 
until  its  precise  relations  to  the  International  Bureau  of  Commercial  Statistics,  also  at 
Brussels,  established  by  International  Convention  in  1913,  but  not  as  yet  actively 
at  work,  have  been  defined.  If  this  relationship  were  cleared  up,  possibly  by  amal- 
gamation of  the  two,  and  the  nature  of  the  statistics  for  which  the  amalgamated  body 
was  responsible  (which  would  presumably  derive  its  international  status  from  the 
Convention  of  1913)  were  strictly  defined  and  limited,  it  might  then  be  possible  for 
the  League  of  Nations  to  rely  on  it  for  commercial  statistics  drawn  up  on  a  uniform 
classification. 

The  Committee  are  further  of  the  opinion  that  Member  States  might  well  object 
to  the  recognition  of  an  international  bureau  to  which  all  Member  States  have  not 
adhered,  if  such  recognition  involves  the  execution  by  that  bureau  of  any  of  the  normal 
functions  of  the  League. 

(d)  The  Assembly  resoluUons  on  the  organisation  of  Inlernational  Statistics  were  based  on  the  discussions 
in  the  Second  Committee  of  the  Assembly,  in  wliicli  this  section  of  llie  Report  was  modified  before  obtain- 
ing general  approval. 

The  jnodjfied  form  is  printed  on  page  "8. 
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Apart  from  these  considerations,  however,  it  would  appear  to  be  necessary  that 
the  general  question  of  the  statistical  activities  of  the  League  of  Nations  should  be 
advanced  further  before  a  final  decision  with  reference  to  the  recognition  of  any  statis- 
tical bureau  is  reached.  Although  the  question  of  statistics  has  been  studied  by  a 
special  Commission,  there  is  not,  so  far  as  we  are  aware,  any  authoritative  decision  as 
to  the  extent  and  nature  of  the  statistics  with  which  it  is  desirable  that  the  League  of 
Nations  should  concern  itself.  This  is  a  wide  question,  a  full  examination  of  which 
would  involve  cojasiderations  which  lie  far  outside  the  field  of  the  Provisional  Economic 
and  Financial  Committee,  and  we  do  not  attempt  to  deal  with  it  here. 

So  far  as  the  Provisional  Economic  and  Financial  Committee  are  concerned,  we 
are,  however,  inclined  to  the  opinion  that,  in  view  of  the  heavy  demands  on  the  time 
of  the  Secretariat  and  of  the  dangers  that  lurk  in  any  ambitious  efforts  in  the  direction 
of  statistical  enquiry,  it  may  prove  desirable,  for  the  present  at  any  rate,  to  confine 
the  statistical  activities  of  the  League  of  Nations  within  the  limits  of  what  is  abso- 
lutely necessary  for  current  work.  We  doubt  whether  it  is  desirable  to  establish  a 
special  statistical,  section  within  the  Secretariat,  as  there  are  great  advantages  in 
making  each  section  primarily  responsible  for  its  own  statistical  work,  and  overlapping 
can  easily  be  obviated  by  friendly  co-operation  between  members  of  the  various 
sections  and  the  creation  of  a  small  Statistical  Committee,  representing  each  of  the 
sections  responsible  for  statistics,  on  which  it  would  be  desirable  that  each  correspond- 
ing section  of  the  International  Labour  Office  should  bo  represented. 

For  any  further  technical  supervision  of  statistical  methods,  we  should  rely  prima- 
rily on  the  statistical  sub-committees  of  the  various  committees,  which  should  be 
encouraged  to  hold  joint  meetings  for  matters  of  common  concern,  at  which  the  Inter- 
national Labour  Office  should  be  invited  to  be  represented,  l^he  statistical  control 
exercised  by  the  committees  through  these  sub-committees  ought,  in  our  opinion,  to 
be  made  more  strict  and  uniform  than  has  hitherto  been  the  case.  For  example, 
the  Secretariat  ought  in  no  case  to  send  out  a  questionnaire,  or  to  entrust  an  expert 
officer  with  a  statistical  enquiry,  without  the  knowledge  and  authority  of  the  competent 
Committee. 

If  future  experience  should  indicate  that  still  further  provision  is  needed  for  stan- 
dardising and  improving  the  statistical  methods  of  the  Secretariat,  the  Council  might 
perhaps  consider  the  expediency  of  setting  up  a  quite  small  Committee  of  independent 
expert  statisticians  for  the  purpose.  But,  in  our  opinion,  the  appointment  of  such  a 
Committee  is  not  a  matter  of  urgency. 

In  regard  to  the  wider  question,  we  confine  ourselves  to  stating  the  following  prin- 
ciples which  should,  in  our  opinion,  guide  the  League  of  Nations  in  its  statistical 
activities,  so  far  as  economics  and  finance  are  concerned,  viz  : — 

1.  It  is  not  desirable  that  the  League  of  Nations  should  engage  itself  upon  original 
statistical  work,  except  for  definite  objects  and  upon  the  request  of  the  competent 
organs  of  the  League. 

2.  Every  committee,  however,  should  entrust  to  their  own  secretariat  the  collection 
of  official  statistics  (or  in  their  absence,  private  statistics)  relating  to  their  own  work. 

3.  If  these  statistics  are  published,  the  League  of  Nations  sliould  not  make  itself 
responsible  for  snch  figures,  but  should  give  precise  information  with  reference  to  their 
sources. 

2.  Suggestions  from   Governments  for  Improvement  of  the  "  Monthly  Bulletin  of 

Statistics.  " 

The  Committee  have  considered  the  various  suggestions  made  for  improving  the 
Monlhlij  Bulletin  of  Financial  and  Economic  Statistics.  With  the  exception  of  the 
South  African  proposal,  that  statistics  of  gold  production  and  exports  should  be  includ- 
ed, the  Committee  do  not  recommend  that  any  of  the  proposals  should  be  immediately 
adopted.  It  will  be  preferable  to  continue  the  present  form  unchanged  for  a  time 
before  introducing  new  matter  or  changing  existing  tables.  The  Committee  recom- 
mend, however,  that  the  question  of  improving  the  existing  form  should  be  carefully 
examined  by  the  Secretariat  with  a  view  to  suggestions  being  laid  before  their  Com- 
mittee at  their  next  session. 
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The  Secretariat  might  also,  with  advantage,  consider  whether  the  suggestion 
made  for  including  certain  general  statistics,  e.g.,  of  population,  might  not  be  partly 
met  by  the  issue  annually  of  a  special  supplement,  or  supplementary  matter,  say^ 
in  the  January  issue. 

3.  Constitution  of  the  Definitive  Economic  and  Financial  Organisation. 

In  the  resolution  adopted  at  the  Brussels  meeting  in  October,  1920,  the  Council  of 
the  League  of  Nations  requested  the  Provisional  Economic  and  Financial  Commiltee 
to  study  the  Agenda  for  the  next  Economic  and  Financial  Conference,  and  to  submit 
definite  proposals  for  establishing  an  economic  and  financial  organisation  of  the  League 
of  Nations. 

With  regard  to  the  first  point,  the  Provisional  Economic  and  Financial  Committee 
refer  to  their  report  of  November,  1920,  and  are  of  opinion  that,  for  reasons  which 
have  been  already  stated,  it  would  notbe  advisable  to  summon  inlhenear  future  a  confe- 
rence of  a  general  character  devoted  to  the  study  of  the  principal  economic  and  finan- 
cial questions  considered  as  a  whole. 

.  It  is  none  the  less  necessary  to  reserve  the  possibility  of  initiating  consultative 
conferences  upon  special  problems,  to  meet  urgent  occasions  or  as  arising  out  of  the 
work  of  one  or  other  Section  of  the  Committee,  but  it  does  not  seem  that  such  consulta- 
tions are  of  a  kind  to  require  the  creation,  here  and  now,  of  a  definitive  economic  and 
financial  organ  designed  to  prepare  the  ground  for  them.  On  the  other  hand,  the 
composition  of  such  consultative  conferences  dealing  with  special  problems  would  not 
give  them  the  authority  to  appoint  the  members  of  a  definitive  organ. 

For  this  reason,  therefore,  as  regards  the  definitive  economic  and  financial  organi- 
sation, the  Committee  would  recommend  to  the  Council  not  to  take,  for  the  moment, 
any  final  decision  on  this  subject.  Indeed,  present  circumstances  go  to  show  that 
any  too-hasty  solution  would  not  entail  good  results,  and  it  seems  absolutely  essential 
that  far  wider  ex})erience  should  be  available  before  any  practical  conclusion  can  be 
arrived  at. 

The  Committee  therefore  recommend  to  the  Council  that  the  existing  provisional 
organisation  should  be  continued  for  another  year,  at  the  expiration  of  which  period 
it  will  probably  be  possible  to  lay,  with  good  chances  of  success,  the  foundations  of  a 
definitive  organisation. 

At  the  same  time,  it  should  be  pointed  out  that  the  Committee  do  not  invite  the 
Council  to  prolong  by  such  action  the  provisional  mandate  entrusted  to  the  members 
in  November,  1920. 

While,  therefore,  indicating  to  the  Council  their  view  that  precautions  should  be 
taken  to  secure  a  proper  continuity  for  the  work,  the  members  of  the  Provisional 
Economic  and  Financial  Committee  present  at  the  Joint  Session  of  September  7th,  1921, 
have  the  honour  to  place  their  resignations  at  the  disposal  of  the  Council  as  from 
December  31st,  1921,  and  propose  to  communicate,  this  decision  to  those  of  their 
colleagues  who  were  unable  to  attend  the  session  in  question. 

4.  Finishing  Credits. 

Th«  Provisional  Economic  and  Financial  Committee  had  the  honour  to  present 
to  the  Council  a  report  of  the  Advisory  Committee  on  Finishing  Credits  annexed  to 
the  Economic  and  Financial  Committee's  report  of  March  2nd,  1921. 

At  their  meeting  in  Geneva,  the  members  of  the  Advisory  Committee  on  P^inishing 
Credits  decided  to  enquire  in  industrial  and  financial  circles  in  various  countries,  in 
order  to  ascertain  to  what  extent  the  system  was  practically  applicable. 

The  Committee  have  examined  the  results  of  this  enquiry.  In  their  opinion,  it 
has  shown  that  there  is  unlikely  to  be  in  practice  a  demand  for  the  a])phcation  of  a 
system  of  finishing  credits,  and  that  the  proposal,  although  well  worthy  of  investiga- 
tion, must  be  considered  not  to  correspond  to  actual  ecououiic  needs  and  to  involve 
insuperable  difficulties  of  a  legal  character. 

Geneva,  September  i2lh,  1921. 
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Annex    to    Document   2. 

REPORT  TO  THE   FINANCIAL  COMMITTEE   FROM  THE   ORGANISER    OF 

INTERNATIONAL  CREDITS. 

(1)  The  period  covered  by  this  report  is  five  and  a-haJf  months,  from  the  middle 
of  March,  when  I  commenced  my  work,  till  the  end  of  August. 

(2)  During  the  first  half  of  this  period,  my  own  time  was  almost  entirely  occupied 
with  the  Austrian  question.  As  this  matter  is  well  known  to  the  Committee,  and  as 
the  main  responsibihty  for  the  work  does  not  rest  with  me,  I  make  no  attempt  to  deal 
with  it  further  in  this  report,  except  to  refer  later  to  its  significance  as  regards  the 
whole  development  of  the  International  Credits  scheme. 

(3)  Apart  from  the  above,  I  have  carried  out  the  duties  laid  down  in  the  report  of 
the  Provisional  Economic  and  Financial  Committee,  which  was  adopted  by  the  Council 
on  December  1 4th,  1920. 

According  to  this,  the  first  duties  of  the  Organiser  were  to  : — 

(a)  Prepare  a  constitution  for  the  International  Commission  ; 

(b)  Work  out  the  details  of  the  scheme  in  aU  its  bearings,  including  the  preparation, 
with  legal  advice  where  necessary,  of  forms  of  bonds,  pledges,  etc.  ; 

(c)  Consider  how  far  the  scheme  can  be  worked  in  conjunction  with  services  existing 
in  various  countries  (e.g.,  Export  Credits  Scheme  in  the  United  Kingdom  ;  Edge 
Act  in  U.S.A.)  ; 

(d)  Make  enquiries  as  to  how  far  borrowing  countries  are  likely  to  avail  themselves 
of  the  scheme  ;  and 

(e)  Advise  on  the  executive  organisation  likely  to  be  required,  with  an  estimate 
of  the  cost  thereof  which,  if  the  scheme  eventually  becomes  effective,  should  be  covered 
out  of  the  proceeds  of  reasonable  charges  for  commission. 

The  work  under  these  headings  may  be  summarised  as  follows  : — 

I.   General  Organisation. 

The  plan  for  general  oiganisation  and  administrative  machinery  has  been  completed 
as  far  as  is  possible  at  the  present  stage. 

Standard  forms  of  the  legal  docmnents  which  will  be  required  for  working  the 
scheme  have  now  been  prepared  (this  covers  paras,  (a),  (b)  and  (c)  from  the  Com- 
mittee's report).  My  own  organisation  has  proved  adequate  for  dealing  with  the 
work  till  now,  and  the  rate  of  my  expenditure  to  date  has  been  well  within  the  esti- 
mated amount  (£  10.000)  for  the  first  year. 

II.  Export  Credit  Schemes,  Edge  Aet,  etc. 

I  have  also  carefully  considered  the  matters  covered  by  para,  (c),  above. 

I  have  kept  in  close  touch  with  the  department  administering  the  British  Export 
Credits  Scheme,  the  development  of  which  largely  depends  on  the  availability  of 
such  a  security  as  would  be  provided  by  Ter  Meulen  bonds.  As  regai'ds  the  Edge  Act, 
I  am  hopeful  of  results  from  my  proposed  visit  to  the  American  Bankers'  Association, 
referred  to  below. 

III.  Inquiries  as  to  the  Attitude  of  Borrowing  Countries  [para.  {d}]. 

The  Financial  Committee,  having  decided  that  it  was,  in  principle,  undesirable 
for  myself  or  my  staff  to  pay  personal  visits  to  possible  borrowing  countries  until  an 
official  application  had  been  received  from  them,  I  was  limited  to  other  methods  of 
approach.  I  have  communicated  by  letter  with  all  Governments  which  may  possibly 
be  interested,  and  have  interviewed  their  Ministers  or  Commercial  Attaches  in  London, 
as  well  as  representatives  of  iirnis  doing  business  in  or  with  the  countries  concerned.  As 
a  result,  I  have  kept  in  close  touch  with  the  situation  in  these  countries,  and  I  have 
had  communications  from  various  Governments,  showing  that  they  are  seriously  consi- 
dering the  scheme. 


—  21  — 

At  the  same  time,  my  concltision,  from  the  evidence  obtained,  is  that  Governments, 
before  applying  for  the  scheme,  must  be  convinced,  first,  that  credits  will  really  be 
provided  on  the  security  of  the  bonds,  and  secondly,  that  public  opinion  in  their  own 
country  will  support  their  action. 

IV. 

Accordingly,  in  addition  to  the  work  outlined  above,  I  have  taken  steps  to  achieve 
general  publicity  for  the  scheme,  and  to  secure  its  favourable  consideration  by  expor- 
ters and  bankers  in  the  main  "  lending  countries. "  A  great  deal  of  work  has  been  done 
in  both  directions  with  satisfactory  results.  An  explanatory  pam])blet  was  prepared 
in  several  languages  and  circulated  to  the  Press,  while  I  have  communicated  with  ail 
important  firms  and  commercial  organisations  in  all  countries  likely  to  be  interested. 
Further,  explanatory  articles  have  been  pubhshed  and  various  public  meetings  have 
been  addressed. 

For  this  pul-pose.  Loo,  I  was  fortunately  able  to  take  advantage  of  the  occasion  of 
two  very  important  International  Conferences — the  World's  Cotton  Conference  held 
at  Manchester  and  Liverpool  in  the  first  half  of  June,  and  the  Congress  of  the  Interna- 
tional Chamber  of  Commerce  held  in  London  at  the  end  of  June.  Both  these  Con- 
gresses were  attended  by  strong  delegations  of  representative  business  men,  and  an 
encouraging  feature  was  the  action  of  the  delegates  from  the  U.S.A.  In  each  case, 
the  American  delegates  arrived  with  a  scheme  of  their  own,  which  they  intended  to 
recommend,  but  in  each  case,  on  examination,  they  became  convinced  of  the  superior 
merits  of  the  Ter  Meulen  scheme,  while  they  fully  appreciated  the  great  value  of  esta- 
blishing some  one  standard  scheme  of  this  kind  which  should  be  understood  and 
accepted  in  all  countries.  Favourable  resolutions  (see  Appendix)  were  unanuuously 
passed  on  both  occasions.  As  a  result,  I  received  and,  with  the  approval  of  the  inter- 
national Credits  Sub-Committee  of  the  Financial  Committee,  accepted  aa  invitation 
to  explain  the  scheme  at  the  annual  Convention,  to  be  held  in  October,  of  the  American 
Bankers'  Association — an  Association  of  which  all  the  leading  Banks  of  the  U.S.A. 
are  members. 

This  will  provide  me  with  exactly  that  opportunity  which  I  require  to  complete 
this  side  of  my  work.  I  regard  it,  in  fact,  as  being  of  the  most  vital  importance,  for 
I  feel  that  the  scheme  cannot  realise  its  full  development  as  an  instrument  for  helping 
the  countries  for  whose  assistance  it  was  designed,  unless  American  bankers  are  ready 
to  finance  credits  given  against  Ter  Meulen  bonds. 

V.  Future  Policy. 

In  order  to  frame  recommendations  as  to  the  future,  it  is  necessary  to  consider  if, 
and  in  what  way,  the  scheme  can  be  used  to  meet  the  actual  needs  of  the  present  econo- 
mic situation. 

This  situation  has  changed  since  the  Brussels  Conference,  but,  taking  the  whole 
world  into  consideration,  it  has  certainly  not  improved.  The  lack  of  purchasing 
power  in  Europe,  and  the  instability  of  exchanges  are  still  the  main  disturbing  factors, 
and  the  need  for  some  special  action  is  still  urgent.  On  the  other  hand,  looking  at 
those  Europeah  countries  for  the  assistance  of  which  the  scheme  was  mainly  designed, 
certain  outstanding  developments  may  be  noted.  First,  the  general  condition  of  trade 
and  production  in  these  couiitries  has  improved  relatively  to  that  in  other  countries. 
Secondly,  while  private  industry  in  these  countries  shows  signs  of  improvement, 
the  state  of  their  public  finances  has  steadily  deteriorated  and  is,  in  some  cases,  already 
desperate.  Conditions,  of  course,  vary  in  different  countries,  but  these  are  the  main 
features  of  the  situation.  My  own  opinion  is  that,  in  certain  cases  at  least,  the  compa- 
rative prosperity  in  industry  is  a  misleading  symptom,  depending  partly  on  artificial 
advantages  enjoyed  by  local  industry  at  a  certain  stage  in  currency  infiation,  and 
partly  on  the  fact  that,  owing  to  the  existing  surplus  of  unsold  goods  in  the  world, 
importers  are  temporarily  able  to  obtain  raw  materials  on  easier  terms  than  can  be 
anticipated  when  these  abnormal  conditions  no  longer  exist.  The  fact,  however, 
remains  that  at  the  present  stage  no  great  improvement  can  bo  expected  as  a  result 
solely  of  providing  special  facilities  for  private  commercial  credits.  Private  traders 
and  manufacturers  of  substance  are  apparently  getting,  without  dilfioulty,  the  limited 
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credits  wliich  thoy  can  safely  handle  under  existing  conditions.  It  is  therefore  neces- 
sary to  ask  what  is  required  lo  improve  these  conditions.  No  single  scheme  can  deal 
with  all  the  factors  required  for  this,  but  I  am  convinced  that  a  proper  application 
of  the Ter  Meulen  scheme  might  have  an  important  influence  on  starting  a  movement 
in  the  right  direction.  This  will  be  so  if  it  is  used,  first,  as  a  basis  for  what  may  bo 
called  "  Reconstruction  Credits,"  and,  secondly,  as  a  means,  for  assisting  those  countries 
whose  difficulties  are  greatest  to  adopt  a  sound  programme  of  national  finance.  Both 
these  methods  of  application  are  within  the  scope  of  the  scheme. 

The  first  would  cover  credits  required  for  improvement  of  transport  conditions 
in  the  widest  sense,  and  also  for  such  special  purposes  as  the  supply  of  all  requisites 
for  improving  agricidtural  production.  Such  credits  would  be  chiefly  to  Governments 
themselves.  Their  combined  eilect  would  be  to  increase  production  and  facilital^e 
trading,  with  a  consequent  growth  in  purchasing  power. 

As  regards  the  secon4  objective— namely^  reform  in  public  finance— it  is  clear  that 
the  application  of  the  Tor  Meulen  scheme  must  necessarily  lead  in  this  direction.  ,For, 
unless  this  is  so,  no  reliable  assessment  of  the  gold  value  of  revenues  paid,  in  the  local 
currency  would  be  possible.  Such  reforms  will  tend  to  eliminate  at  least  of  one  of  the 
causes  for  instability  of  exchange  rates — namely,  inflation  by  Governments,  and  thus 
help  to  restore  sound  conditions  for  trading. 

Looked  at  from  the  above  point  of  view,  the  scheme  may  be  applied  in  various 
ways.  On  the  one  hand,  it  may  be  used,  as  in  the  case  of  Austria,  merely  to  provide 
funds  to  enable  a  Government  to  carry  on,  without  further  currency  inflation,  during 
the  transitional  period  necessary  to  work  out  reforms  designed  to  produce  a  balanced 
budget.  On  the  other  hand,  it  may  be  used  to  provide  a  Government  with  funds  to 
expend  solely  on  useful  and  productive  work  such  as  railway  improvements.  Qr, 
again,  a  combination  of  those  applications  is  possible. 

The  essential  feature  in  any  application  is  the  function  of  the  League  of  Nations 
in  connection  with  it.  The  League,  through  an  organisation  such  as  the  proposed 
International  Commission,  can  provide  an  impartial  body  with  the  necessary  authority, 
but  free  from  political  bias,  which  can  strengthen  the  hands  of  a  Government  in  carrying 
through  a  difficult  programme  of  financial  reform,  and  which  'Can  watch  the  adminis- 
tration of  the  pledged  revenues  or  assets  in  a  way  which  will  inspire  confidence  in  the 
minds  of  lenders,  without  interfering  with  the  sovereignty  of  the  borrowing 
Government. 

The  negotiations  in  connection  with  Austria,  though  incomplete,  have  gone  far 
enough  to  demonstrate  the  great  value  of  this  element  which  the  League  of  Nations 
alone  can  supply. 

In  calling  special  attention  to  the  above  aspects  of  the  scheme,  I  have  not  lost 
sight  of  its  possible  value  for  supporting  commercial  credits. 

VI. 

In  conclusion,  I  wish  to  emphasise  that,  as  a  result  of  my  practical  work  in  connec- 
tion with  the  scheme,  I  am  more  than  ever  assured  that  it  is  capable  of  becoming  an 
important  instrument  in  helping  the  recovery  of  normal  economic  conditions. 

At  the  same  time,  it  must  be  recognised  that  practical  success  depends  very  largely 
on  the  development  of  the  Austrian  negotiations.  It  is  true  that  the  difficulties  with 
regard  to  Austria  are  unique,  and  the  plan  proposed  is  not  an  application  of  the  .Ter 
Meulen  scheme  in  its  fullest  sense,  inasmuch  as  the  credits  will  be  given  in  this  case 
direct  to  the  Government  and,  therefore,  the  double  security  involved  in  the  use  of 
the  bonds  as  collateral  for  private  credits  will  be  lacking.  Nevertheless,  other  coun- 
tries are  watching  this  action  as  a  "test  case."  If  the  scheme  finds  application  in  this 
case,  it  will  undoubtedly  be  an  encouragement  to  others  to  avail  themselves  of  the 
services  which  the  League  is  willing  to  offer  in  connection  with  International  Credits. 

I  am,  however,  convinced  that  if  the  Austrian  plan  is  satisfactorily  inaugurated, 
and  it  it  is  clear  that  those  who  are  in  a  position  to  grant  credits  will  look  favourably 
on  the  bonds  as  security,  applications  from  other  countries  will  be  forthcoming. 

It  is  for  this  reason  that  I  think  that  at  the  present  stage,  wh  ile  awaiting  definite 
results  with  regard  to  Austria,  the  most  useful  work  which  I  can  do  is  to  explain  the 
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scheme  to  American  bankers,  in  the  liope  that  through  it  thoy  may  fmii  a  way  of 
giving  credits  to  the  countries  for  whose  assistance  it  was  ilesignerl. 

SeMemhcr  \(MhA^'i''^. 


Appendix. 

1.  Resolution  passed  at  the  World's  Cotton  Conference  {June  1921). 

While  the  Conference  recognises  the  existence  of  various  credit  schemes  and  the 
contemplated  formation  of  other  schemes,  it  is  of  opinion  that  at  the  present  moment 
the  scheme  which  offers  the  best  instrument  for  promotion  of  imports  into  impoverished 
countries  by  exporters  in  other  countries  isthat  known  as  theTer  Meulon  scheme,  and 
urges  all  engaged  in  the  cotton  industry,  and  in  the  financing  of  it  to  avail  themselves 
of  the  Ter  Meulen  scheme  whenever  and  wherever  it  shall  be  established. 

They  accordingly  unanimously  recommend  that  exporters  to  impoverished  European 
countries  should  urge  importers  in  these  countries  to  induce  their  respective  Govern- 
ments to 'apply  for  approval  of  the  issue  by  them  of  Ter  Meulen  bonds. 

2.  Resolution    passed   at    the   Congress  of    the   International   Chamber   of   Commerce 

{June  1921).      • 

.  That  this  Congress  recognises  the  necessity  for  the  establishment,  under  Govern- 
ment auspices,  of  credits  for  the  reconstruction  of  the  devastated  and  impoverished 
countries  of  Europe. 

To  this  end,  the  Congress  is  prepared  to  support  the  Ter  Meulen  scheme  as  modified 
and  put  into  operation  byHhe  Provisional  Economic  and  Financial  Committee  of  the 
League  of  Nations. 

Further,  this  Congress  advises  the  establishment  of  permanent  committees  of 
business  men  and  bankers  in  all  the  countries  affected,  to  furnish  all  information  and 
to  lend  all  assistance  in  the  choice  of  credits  and  participations. 
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RESOLUTIONS  ADOPTED  BY  THE  COUNCIL,  SEPTEMBER  19th,  1921. 

The  Council  of  the  League  of  Nations, 

Having  examined  the  report  presented  by  the  Provisional  Economic  and  Financial 
Committee  upon  the  session  held  in  Geneva  in  August-September  1921  ; 

Resolves  : 

(1)  That  the  Council  approves  the  manner  in  which  the  Committee  have  carried  out 
the  important  duties  entrusted  to  them  during  the  past  year,  which  has  witnessed  such 
great  and  rapid  changes  in  the  economic  situation.  It  expresses  to  the  Committee  its 
thanks  for  and  appreciation  of  their  most  valuable  services,  and  trusts  that  the  Com- 
mittee will  be  able  during  the  year  now  opening  to  bring  to  a  successful  conclusion 
both  the  tasks  on  which  they  are  now  engaged  and  others  which  they  may  undertake. 

In  particular,  the  Council  expresses  its  great  regret  at  the  delay  which  is  being 
imported  into  the  Committee's  work  on  the  restoration  of  Austria's  finances  by 
causes  which  are  outside  the  control  of  either  the  Committee  or  the  League. 

The  Council  trusts  that  means  will  be  found  to  remove  these  obstacles  in  the  shortest 
possible  time. 

(2)  That  the  report  be  communicated  to  the  Assembly  at  the  present  session,  the 
Council  calling  the  special  attention  of  the  Assembly  to  the  general  considerations  in 
the  opening  section  of  the  report  and  to  the  Committee's  statement  of  the  present  posi- 
tion of  the  financial  reconstruction  of  Austria. 

(3)  Tiiat,  as  regards  Section  A.  3  of  the  report  (financial  position  of  the  Free  City 
of  Danzig),  the  Council  refers  to  its  resolution  of  September  15th,  by  which  it  has  request- 
ed the  Committee  to  undertake  an  enquiry. 

(4)  That,  as  regards  Section  A.  4  of  the  report  (claims  by  holders  of  bonds  the 
interest  of  which  is  in  arrears),  the  Council,  in  view  of  the  difficulties  which  the  Com- 
mittee have  experienced,  does  not  think  it  necessary,  at  present,  to  ask  the  Committee 
to  devote  further  time  to  the  question.  The  Council  approves  the  decision  not  to  enter- 
tain in  any  event  direct  applications  from  private  sources. 

(5)  That,  as  regards  Section  C.  1  of  the  report,  the  Council  suspends  its  decision 
on  the  proposal  of  the  Belgian  Government  regarding  the  International  Institute  of 
Commerce  and  decides  that  the  whole  of  this  section  of  the  Committee's  report  be 
referred  to  the  Assembly  for  consideration  in  connection  with  the  general  question 
of  the  organisation  of  international  statistics  which  is  at  present  before  Assembly 
Committee  No.  II. 

(6)  Tiiat,  as  regards  Section  C.  3  of  the  report  (constitution  of  the  definitive  Eco- 
nomic and  Financial  Organisation),  the  Council  accepts  the  proposal  of  the  Committee 
that  the  existing  provisional  organisation  should  be  continued  for  another  year,  and 
requests  the  present  Members  of  the  Provisional  Economic  and  Financial  Committee 
to  continue  to  serve  upon  the  Committee  until  the  next  session  of  the  Assembly. 

(7)  That,  as  regards  the  remaining  sections  of  the  report,  the  Council  approves  the 
recommendations  of  the  Committee  and  requests  the  Committee  to  carry  out  the 
course  of  action  which  they  propose. 

(8)  That  the  Council  requests  the  Committee  to  consider  and  report  upon  the 
meaning  and  scope  of  the  provision  relating  to  equitable  treatment  of  commerce 
contained  in  Article  23  (e)  of  the  Covenant. 
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RESOLUTION  ADOPTED  BY  THE  COUNCIL  ON  OCTOBER  12th,  1921. 

THE  APPLICATION  OF  THE  PRINCIPLE  OF  ROTATION  TO  THE  CHAIRMAN- 
SHIP  OF   THE   ECONOMIC  AND   FINANCIAL  COMMITTEES. 

The  Council  noted  the  report  of  M.  Leon  Bourgeois,  and  adopted  the  following 
resolution  : — 

The  Council,  being  in  agreement  with  the  views  already  adopted  by  the  Advisory 
and  Technical  Committee  for  Communications  and  Transit  that,  in  the  organisations 
under  the  League  of  Nations,  the  principle  of  rotation  should  be  obhgatory  with  regard 
to  the  office  of  President,  considers  that  this  principle  should  be  applied  to  the  Provi- 
sional Economic  and  Financial  Committee,  in  so  far  as  is  consistent  with  the  consti- 
.  tution  of  that  body. 

The  Council  therefore  requests  the  Economic  and  Financial  Committee  to  apply 
the  principle  of  rotation  with  regard  to  their  respective  chairmen  at  their  next  meeting^ 

The  Council  confirms  M.  Ador  in  his  office  as  President  of  the  Provisional  Economic 
and  Financial  Committee  until  the  next  Assembly. 


5. 


RESOLUTIONS    ADOPTED    BY   THE    ASSEMBLY 
ON    SEPTEMBER  28th,    192L 

Whereas,  the  Assembly  has  considered : — 

(a)  The  section  of  the  "  Report  to  the  Second  Assembly  on  the  work  of  the 
Council  and  on  the  measures  taken  to  execute  the  decisions  of  the  First  Assembly,  " 
which  deals  with  the  work  of  the  Provisional  Economic  and  Financial  Committee 
since  its  entry  upon  its  functions  until  the  session  of  August-September,  1921; 

(b)  The  Report  presented  to  the  Council  by  the  Provisional  Economic  and 
Financial  Committee  upon  its  work  during  the  session  held  at  Geneva  in  August- 
September,  1921,  which  has  been  communicated  to  the  Assembly  by  the  Council ; 

(c)  The  Report  dealing  with  "  Certain  Aspects  of  the  Raw  Materials  Problem,  " 
presented  by  the  Economic  Section  of  the  Provisional  Economic  and  Financial 
Committee  in  accordance  with  the  Council's  resolution  of  October  27th,  1920, 
which  has  also  been  communicated  to  the  Assembly  by  the  Council : 

And  has  noted  with  satisfaction  the  following  decisions  taken  by  the  Council  on  Sep- 
tember I9th  and  2ist,  1921  :— 

(1)  The  Assembly  notes  that  the  constitution  of  a  definitive  Economic  and  Finan- 
cial Advisory  Con  mittee,  as  contemplated  by  the  Resolution  of  the  first  Assembly 
dated  December  9th,  1920,  on  the  Economic  Organisation  of  the  League,  is  not  impe- 
rative during  the  forthcoming  year,  in  view  of  the  fact  that  the  Provisional  Economic 
and  Financial  Committee  will  continue  its  work  till  the  next  Assembly,  as  provided  in 
the  Council's  Resolution  of  September  19th,  1921. 

(2)  The  Assembly  notes  that  it  is  of  the  greatest  importance  that  the  Provisional 
Economic  and  Financial  Committee  should  carry  Out  the  programme  of  work  indicated 
in  the  reports  mentioned  above,  including  the  study  of  the  following  questions  :  double 
taxation,  the  monetary  situation,  unfair  competition,  monopolies,  distribution  of  raw 
materials,  unification  of  legislation  relating  to  bills  of  exchange,  commercial  methods 
designed  to  obviate  the  risks  arising  from  fluctuations  of  the  exchanges. 

(3)  The  Assembly  notes  that  the  Council  has  requested  the  Provisional  Economic 
and  Financial  Committee  to  consider  and  report  upon  the  meaning  and  scope  of  the 
provision  relating  to  the  equitable  treatment  of  commerce  contained  in  Article  23  (e) 
of  the  Covenant.  Taking  account  of  the  wishes  formulated  by  the  Conference  of  Bar- 
celona, the  Assembly  expresses  the  confident  hope  that  the  Committee  will  direct  and 
pursue  its  work,  in  co-operation  with  the  Advisory  and  Technical  Committee  on  Com- 
munications and  Transit,  in  the  manner  best  calculated  to  facilitate  the  earhest  and 
most  general  apphcation  possible  of  the  principle  in  question. 

(4)  The  Assembly  notes  that  the  Council,  with  the  advice  of  the  Provisional  Econo- 
mic and  Financial  Committee,  will  entertain  any  application  that  may  be  received 
from  States  which  feel  the  need  of  technical  advisers  on  financial  or  economic  admi- 
nistration. 

(5)  The  Assembly  agrees  that  it  will  probably  not  be  necessary  to  convoke  at  an 
early  date  a  general  Conference  for  the  study  of  the  principal  financial  and  economic, 
questions  ;  it  approves  the  proposal  whereby  the  Council,  if  it  considers  it  desirable, 
may,  with  the  advice  of  the  Provisional  Economic  and  Financial  Committee,  convoke 
restricted  consultative  conferences  for  the  examination  of  special  problems. 

(6)  The  Assembly  regrets  that  the  work  of  the  reconstruction  of  the  finances  of 
Austria,  in  which  the  Provisional  Economic  and  Financial  Committee  has  been  called 
upon  to  co-operate,  has  been  delayed  for  reasons  which  it  hopes  will  shortly  be  removed. 

(7)  The  Assembly,  having  had  brought  to  its  notice  the  continuing  gravity  of  the 
exchange  crisis  and  its  dangerous  effects  upon  the  economic  position  and  the  conditions 
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of  labour  of  the  working  classes,  invites  the  Provisional  Economic  and  Financial  Com- 
mittee to  carry  on  urgently  its  enquiries  from  various  Governments  as  to  the  measures 
taken  to  ensure  the  apphcation  of  the  resolutions  of  the  Brussels  Conference  ;  the 
Assembly  further  invites  the  Committee  to  investigate,  in  accordance  with  the  Govern- 
ments' suggestions  and  as  speedily  as  may  be,  all  practical  proposals  which  may  be 
made  for  the  completest  possible  application  of  these  Resolutions. 

In  particular,  the  Assembly  agrees  to  the  proposal  that  the  work  of  organising 
the  International  Credits  Scheme  should  be  pursued  in  the  manner  set  out  in  the 
report  submitted  by  the  Provisional  Economic  and  Financial  Committee  to  the  Council. 

The  Committee  is  further  invited  to  consider,  as  a  matter  of  urgency,  the  measures 
necessary  for  the  adaptation  of  the  system  of  international  credits  to  the  various  situa- 
tions of  different  countries. 

(8)  The  Assembly  commends  to  the  consideration  of  the  Members  of  the  League 
the  general  conclusions  of  the  report  on  certain  aspects  of  the  raw  materials  problem, 
including  those  calhng  attention  to  the  effects  that  may  be  produced  on  the  economic 
life  of  other  countries  by  artificial  restrictions  and  duties  on  the  export  of  essential 
raw  materials. 

(9)  The  Assembly,  recognising  the  intimate  connection  between  the  restoration 
of  transport  facilities  and  the  supply  and  distribution  of  raw  materials,  expresses  the 
earnest  hope  that  every  effort  will  be  made  to  expedite  the  work  of  the  various  Commis- 
sions charged  with  such  matters  as  re-allocation  and  interchange  of  rolling-stock  in 
certain  parts  of  Europe. 

(10)  The  Assembly  invites  the  Advisory  and  Technical  Committee  on  Communi- 
cations and  Transit  to  consider  the  desirability  of  action  being  taken,  under  the  provi- 
sion which  empowers  the  Council  to  call  partial  or  regional  Conferences  to  consider 
special  matters,  with  a  view  to  promoting  the  improvement  of  facilities  for  intercom- 
munication and  transport  between  those  States  whose  transport  systems  have  specially 
suffered  from  disorganisation. 


Annex  A. 


MINUTES   OF   THE   EIGHTH    MEETING   OF   THE    FOURTEENTH    SESSION 

OF  THE  COUNCIL. 

Held  on  Monday,  September  I9th,  1921. 

Present :  All  the  representatives  of  the  Members  of  the  Council  and  the  Secretary- 
General. 

490.     Report   of   the    Provisional   Economic   and   Financial   Committee. 

M.  Ador,  President  of  the  Economic  and  Financial  Committee,  came  to  the  Council 
table. 

M.  Ador  began  his  speech  by  paying  tribute  to  the  work  accomplished  by  the 
Financial  Committee,  and  by  the  Economic  Committee.  The  meetings  of  these  Com- 
mittees had  been  presided  over  and  directed  by  extremely  able  men.  The  two  Com- 
mittees had  worked  separately.  He  himself  had  been  in  the  chair  when  the  two 
Committees  had  sat  together  for  the  purpose  of  taking  joint  decisions. 

He  presented  to  the  Council  the  Committee's  joint  report. 

M.  Ador,  in  commenting  on  the  report,  emphasised  the  excellent  work  which  had 
been  carried  out  by  the  Financial  Committee  in  regard  to  the  financial  reconstruction 
of  Austria.  He  reminded  the  Council  of  the  keen  desire  with  which  the  Allied  Govern- 
ments had  sought  to  intervene  on  behalf  of  this  country.  He  paid  tribute  to  the  great 
efforts  made  by  Sir  Drummond  Drummond-Fraser,  who  had  spent  some  weeks  in 
Austria  in  order  to  explain  the  Ter  Meulen  Scheme.     Sir  Drummond  Drummond-Fraser 
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had  accomplished  an  extremely  interesting  piece  of  propaganda.  He  had  just 
sailed  for  America,  where  he  proposed  to  explain  the  working  of  the  International 
Credits  Scheme.  It  was  to  be  hoped  that  the  United  States  would  follow  the  example 
of  the  Principal  Allied  Powers,  and  would  agree  to  the  suspension  of  their  liens  upon 
the  national  resources  of  Austria  and  that  the  Ter  Meulen  Scheme,  being  recognised 
as  sound  by  everyone,  would  be  put  into  operation. 

On  being  asked  by  M.  Leon  Bourgeois  whether  the  Financial  Committee  had  come 
to  any  conclusions  in  regard  to  the  control  of  speculation  in  the  exchange,  M.  Ad  or 
stated  that  the  Financial  Committee  were  opposed  to  the  establishment  of  any  control 
whatever.  Speculation  at  the  present  time  was  the  natural  and  normal  consequence 
of  an  abnormal  situation.  It  was  absolutely  necessary  that  each  country  should 
realise  the  necessity  of  re-establishing  normal  financial  and  economic  relations.  Specu- 
lation in  foreign  exchange  was  merely  an  accessory  circumstance.  It  could  lower 
the  rate  of  exchange  artificially  during  some  days  by  one,  two  or  three  points,  and  then 
cause  it  to  rise  again  by  purchases  to  cover  the  sales,  but  this  speculation  was  not  the 
important  factor.  It  was  the  general  uncertainty  and  distrust  as  to  the  solvency  of 
all  countries  which  perpetuated  the  present  malaise. 

Turning  to  the  questions  which  had  been  discussed  by  the  Committee  at  their 
joint  meeting,  M.  Ador  reminded  the  Council  that  it  had  asked  the  Committee  to  give 
their  advice  on  the  proposal  of  the  Belgian  Government  to  adopt  the  International 
Institute  of  Commerce  as  the  organ  of  economic  documentation  of  the  League  of 
Nations. 

The  Committee,  before  pronouncing  definitely,  desired  further  information  as  to  the 
working  of  this  body  and  as  to  its  precise  relation  to  the  International  Bureau  of  Com- 
mercial Statistics,  also  at  Brussels,  which  had  been  established  by  International 
Convention  in  1913. 

M.  Hymans  explained  that  the  object  of  the  latter  was  clearly  defined  by  the  Inter- 
national Convention  of  1913  : 

"  Article  1  :  To  draw  up  special  statistics  based  on  a  uniform  nomenclature 
dividing  imports  and  exports  into  a  limited  number  of  categories  with  an  indica- 
tion of  value  and,  where  possible,  of  weight.  " 

Its  purpose  was,  therefore,  clearly  defined,  i.e.,  to  deal  with  Customs  statistics. 

The  International  Institute  of  Commerce  dealt  with  statistics  of  commercial  move- 
ments ;  it  desired  to  be  approved  by  the  League  of  Nations  as  the  organ  responsible 
for  the  collection  of  commercial  statistics.  It  did  not  seek  any  subvention,  having 
its  own  credits. 

M.  Ador  thanked  M.  Hymans  for  his  explanations,  which  he  would  communicate 
to  the  Provisional  Economic  and  Financial  Committee. 

Referring  to  that  part  of  the  report  whjch  dealt  with  the  statistical  work  of  the 
League  of  Nations  (C.  1),  M.  Ador  was  of  the  opinion  that  the  Economic  and  Financial 
Committee  would  see  ,no  objection  if  this  section  of  the  Committee's  report  were  not 
further  considered  by  the  Council,  but  sent  to  the  second  Committee  of  the  Assembly 
for  consideration. 

M.  Ador,  in  conclusion,  explained  that  the  Committee  proposed  that  no  definitive 
Economic  and  Financial  Organisation  should  be  created  at  present,  that  the  present 
Provisional  Committee  should  be  continued  for  a  year,  and  that,  to  give  complete 
liberty  to  the  Council,  the  Members  placed  their  resignations  at  the  disposal  of  the 
Council  as  from  December  31st  next. 

M.  Leon  Bourgeois  thought  that  the  Council  would  be  unanimous  in  deploring 
that  the  Committee  should  cease  the  work  which  they  had  carried  out  with  so  much 
ability,  authority  and  vdsdom.  The  Council  might  invite  the  Committee  to  continue 
its  task  for  as  long  as  was  necessary.  It  might  at  the  same  time  ask  the  Committee 
to  draw  up  the  programme  of  the  limited  Conferences  to  deal  with  special  points  of 
which  they  had  spoken  in  their  report.  It  was  impossible  to  agree  that  the  Committee 
should  cease  their  work,  as  they  proposed,  on  December  31st,  for  this  date  did  not  mark 
the  end  of  any  period  of  activity  of  the  League.     It  was  necessary  that  there  should  be 
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continuity  of  work  from  one  Assembly  to  another.     He  proposed  to  the  Council  to 
prolong  the  mandate  of  the  Committee  until  the  next  Assembly. 

Mr.  Balfour  and  the  other  Members  of  the  Council  supported  the  proposal  of 
M.  Bourgeois. 

Viscount  IsHii  asked  that  the  Economic  and  Financial  Committee  should  examine 
the  question  of  the  equitable  treatment  of  Commerce  referred  to  in  paragraph  (e)  of 
Article  23  of  the  Covenant.  The  Conference  at  Barcelona  had  drawn  attention  to  the 
necessity  of  examining  this  question. 

The  Council  approved  the  proposal  of  Viscount  Ishii,  which  M.  Ador  undertook  to 
transmit  to  the  Committee.  The  Council  unanimously  expressed  its  thanks  to  M.  Ador 
and  adopted  certain  resolutions  (1). 


Annex  B. 

STATEMENT  BY    SIR    HENRY  STRAKOSCH  TO  THE  SECOND  COMMITTEE 
OF  THE  ASSEMBLY  ON  SEPTEMBER  19th,  1921. 

It  is  my  privilege,  as  Chairman  of  the  Finance  Section  of  the  Provisional  Economic 
and  Financial  Committee  of  the  League  of  Nations,  to  address  you  on  the  work  of  that 
Section. 

I  may  perhaps  remind  you  that  it  was  on  the  unanimous  recommendation  of  the 
International  Financial  Conference,  held  at  Brussels  a  year  ago,  that  the  Council  of  the 
League  of  Nations,  at  its  meeting  in  October  of  last  year,  decided  to  set  up  the  Provi- 
sional Economic  and  Financial  Committee,  as  an  advisory  body  to  assist  the  Council 
in  its  work. 

The  Committee  met  for  its  first  session  towards  the  end  of  November  of  last  year. 

For  the  convenience  and  expedition  of  its  work,  the  Committee  was  divided  into 
two  sections— one  dealing  with  economic  and  the  other  with  financial  questions. 
Questions  falling  within  the  scope  of  both  of  these  sections  are  dealt  with  at  joint 
meetings  of  the  two  Sections.  It  is  with  the  work  of  the  Finance  Section  that  I  now 
propose  to  deal. 

You  have  before  you  the  Report  of  the  Council  on  the  work  accomplished  since  the 
meeting  of  the  First  Assembly.  You  will  find  a  summary  of  the  tasks  undertaken 
by  the  Committee,  while  those  who  desire  to  go  into  the  matters  in  greater  detail  will 
obtain  a  good  deal  of  additional  information  from  the  Reports  which  the  Financial 
Committee  has  submitted  to  the  Council. 

You  will  have. gathered  from  the  Report  before  you  that  a  great  part  of  the  Com- 
mittee's time  and  attention  has  been  devoted  to  the  organisation  of  the  Internationa. 
Credits  Scheme — better  known,  perhaps,  as  the  Ter  Meulen  Scheme — and  to  Austrial 
In  addition,  it  has  also  given  attention  to  a  number  of  other  subjects,  most  of  which 
were  specifically  referred  to  the  Committee  as  a  result  of  the  recommendations  of  the 
Brussels  Conference. 

In  regard  to  the  latter  subjects,  I  confine  myself  merely  to  enumerating  those 
which  are  still  under  the  consideration  of  the  Committee,  for  you  will  probably  not 
wish  me  to  take  up  your  time  with  matters  of  a  highly  technical  character,  the  investi- 
gation of  which  has  not  as  yet  reached  a  stage  where  the  Committee  feels  competent  to 
give  its  recommendations. 

These  subjects  have  occupied  a  good  deal  of  the  Committee's  time,  for  they  have 
necessitated  the  collection  and  digestion  of  a  considerable  amount  of  literature,  while 
many  of  the  subjects  involved  intricate  legal  questions  upon  which  advice  from  legal 
quarters  had  to  be  sought. 

(1)  For  the  text  of  these  resolutions,  see  Document  3  (page  25). 


—  31  — 

I  am  glad  to  say,  in  this  connection,  that  we  have  established  contact  with  the 
International  Law  Association — an  international  body  of  eminent  lawyers  who  are  in 
the  habit  of  dealing  with  just  such  international  questions  as  are  involved  in  some  of 
these  subjects. 

The  matters  which  the  Committee  is  engaged  in  studying  are  the  possibility  of  an 
international  understanding  on  : 

Lost,  stolen,  or  destroyed  securities. 
The  reciprocal  treatment  of  branches  of  foreign  banks. 
The  establishment  of  an  International  Clearing  House. 
Double  taxation,  and 

Claims  by  holders  of  bonds  the  interest  of  which  is  in  arrears. 
The  Committee  has  also  considered  : 
Finishing  Credits. 
Statistics. 

The  Budget  of  the  Committee,  and 

The  Establishment  of  a  Definitive  Advisory  Economic  and  Financial  Organi- 
sation of  the  League. 

These  last-named  subjects,  being  of  joint  interest  to  the  two  Sections,  were  dealt 
with  at  joint  meetings,  and  our  President,  M.  Ador,  will  explain  the  position  to  you. 

I  now  come  to  one  of  the  most  important  parts  of  the  Finance  Section's  business, 
namely,  the  International  Credits  Organisation.  I  may,  perhaps,  briefly  remind  you 
that  the  International  Credits  Scheme,  devised  by  M.  C.  E.ter  Meulen,  was  the  subject 
of  an  exhaustive  enquiry  of  the  Brussels  Conference,  and  that,  as  a  result  of  this  enquiry, 
Ihe  Conference  warmly  recommended  that  the  Scheme  should  be  put  into  practical 
operation  by  the  League  of  Nations. 

One  of  the  first  subjects  dealt  with  by  the  Finance  Section  after  it  had  been  consti- 
tuted was  a  further  investigation  into  the  question  of  this  Scheme's  practical  applica- 
tion. The  Committee  redrafted  the  Scheme,  without,  however,  changing  any  of  its 
fundamental  principles,  and  it  recommended  to  the  Council  the  appointment  of  an 
Organiser,  who  would  work  under  the  control  of  the  Finance  Section.  Having  regard, 
however,  to  the  fact  that  uncertainty  existed  as  to  whether,  and  in  how  far,  the  scheme 
would  be  taken  advantage  of,  the  Committee  recommended  that,  pending  a  clearer  view  of 
this  point,  the  Finance  Section  itself  should  undertake  the  duties  of  the  International  Com- 
mission provided  for  under  the  Scheme.     These  recommendations  the  Council  accepted. 

Sir  Drummond  Drummond-Fraser,  a  banker  of  wide  experience,  was  appointed 
Organiser,  and  he  started  work  about  the  middle  of  March  last,  so  that  the  Organisation 
actually  only  came  into  being  some  five  and  a  half  months  ago.  The  first  half  of  this  time 
was  devoted  by  him  almost  entirely  to  the  Austrianquestion.  Nevertheless,  I  am  happy 
to  say  that  progress  of  an  encouraging  nature  has  been  made  in  laying  the  foundations 
of  the  organisation.     The  work  undertaken  by  the  Organiser  falls  into  two  main  headings. 

One  is  to  prepare  plans  of  the  general  organisation,  and  to  set  up  the  administra- 
tive machinery  necessary  for  the  operation  of  the  Scheme.  This  involved  a  good  deal 
of  work  in  connection  with  the  preparation  of  the  legal  documents  required.  It  may 
be  said  that  this  part  of  the  work  has  now  reached  a  stage  of  adequate  preparedness. 
The  Organiser's  oflice  has  also  kept  in  close  touch  with  developments  in  connection 
with  existing  and  contemplated  national  credits  schemes,  and  in  this  regard  I  need 
merely  mention  the  British  Export  Scheme  and  a  similar  scheme  contemplated  in 
the  United  States  under  the  Edge  Act. 

The  second  heading  of  the  Organiser's  activity  is  of  an  educational  character.  The 
scheme,  though  simple  in  its  construction,  did  not  seem  to  be  thoroughly  understood  in 
its  application.  It  soon  became  apparent  that  much  work  of  an  educational  nature 
was  necessary,  both  in  the  countries  which  might  avail  themselves  of  the  Scheme  as 
borrowers,  and  also  in  those  which  might  come  under  it  as  possible  lenders.  Communi- 
cations have  been  addressed  to  all  Governments  likely  to  be  interested,  and  an  expla- 
natory treatise  on  the  Scheme  has  been  despatched  to  them,  as  well  as  to  numerous 
institutions  representing  trade,  industry  and  banking.  From  advices  which  have 
reached  the  Organiser's  office,  it  is  evident  that  there  exists  a  genuine  interest  in  the 
Scheme.     The  Organiser  has  also  availed  himself  of  opportunities  to  explain  the  Scheme 
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to  important  international  conferences  :  for  instance,  the  World's  Cotton  Conference 
(which  was  held  at  Manchester  and  Liverpool  in  the  first  half  of  June),  and  the  Con-' 
grass  of  International  Chambers  of  Commerce  (held  in  London  at  the  end  of  that  month). 

Both  these  gatherings  were  attended  by  strong  delegations  of  representative  busi- 
ness men  from  all  over  the  world.  An  encouraging  feature  of  these  Conferences  was 
the  action  of  the  Delegates,  from  the  United  States  of  America.  In  each  case,  the 
American  Delegates  arrived  with  a  scheme  of  their  own,  which  they  intended  to  recom- 
mend, but  in  each  case,  on  examination,  they  became  convinced  of  the  superior  merits 
of  the  Ter  Meulen  Scheme.  They  also  came  fully  to  appreciate  the  great  value  of 
establishing  some  one  standard  scheme  of  international  credits  which  should  be  under- 
stood and  accepted  by  all  countries.  Both  Congresses  passed  resolutions  advocating 
the  adoption  of  the  League's  International  Credits  Scheme.  The  American  Bankers 
present  at  the  Conference  of  International  Chambers  of  Commerce  appeared  so  inter- 
ested in  the  Scheme  that  they  thought  it  well  to  invite  the  Organiser  to  attend  a 
series  of  Conferences  of  the  American  Institute  of  Bankers,  which  are  to  be  held  in 
America  very  shortly,  in  order  that  he  might  personally  explain  the  detailed  working 
of  the  Scheme.  Realising  the  great  importance  of  enlisting  the  interest  and  co-operation 
of  American  finance,  the  Organiser,  with  the  approval  of  the  Finance  Committee, 
accepted  that  invitation,  and  sailed  for  America  on  the  14th  instant. 

Though  there  is  no  doubt  that  a  genuine  interest  in  the  Scheme  exists  both  in  prospec- 
tive lending  and  borrowing  countries,  the  Scheme  has  not  as  yet  found  practical  applica- 
tion anywhere.  But  the  Committee  does  not  feel  unduly  discouraged  by  this  fact. 
The  educational  wor — kand  experience  has  shown  that  much  of  that  is  necessary— has 
extended  over  too  short  a  period,  while,  in  addition,  there  are  other  factors  which  have 
probably  contributed  to  delay  the  practical  application  of  the  Scheme. 

Since  it  was  considered  at  the  Brussels  Conference,  world  conditions  have  materi- 
ally changed.  While  then  there  appeared  to  be  an  extreme  scarcity  of  goods  and  a 
worldwide  anxiety  to  acquire  them,  there  now  exists  in  the  world  a  glut  of  most  goods, 
coupled  with  a  hesitation  on  the  part  of  possible  buyers  to  purchase  them.  In  these 
circumstances,  it  is  natural  that  the  anxiety  to  sell  would  lead  to  greater  facilities  in  the 
way  of  credit  being  given  to  those  who  desire  to  buy. 

But  when  once  the  stock  of  accumulated  goods  nears  exhaustion — and  that  point 
may  now  soon  be  reached,  owing  to  the  curtailment  of  production  consequent  upon 
the  heavy  fall  in  prices — the  position  in  this  respect  is  likely  to  undergo  a  change,  and 
it  is  then  that  the  application  of  the  International  Credits  Scheme  to  fortify  ordinary 
commercial  credits  in  impoverished  countries  may  be  resorted  to.  It  must,  however, 
not  be  lost  sight  of  that  the  Scheme  was  not  merely  designed  to  strengthen  private 
commercial  credits  of  this  nature.  Its  application  was  also  contemplated  for  securing 
what  may  be  termed  "  reconstruction  credits  "  ;  that  is,  credits  of  a  longer  currency 
designed,  for  example,  to  help  to  carry  through  schemes  for  reconditioning  and  improv- 
ing transport  facihties  in  the  widest  sense  and  the  supply  of  requisites  for  advancing 
agricultural  production. 

Such  credits  would  in  many  cases  be  to  Governments  themselves.  The  effect  of 
such  credits  should  be  gradually  to  increase  production  and  to  facilitate  trading,  with  a 
consequent  growth  of  purchasing  power.  Hand  in  hand  with  its  application,  both  for 
private  commercial  credits  and  reconstruction  credits,  will  necessarily  go  an  improve- 
ment in  public  finances.  Such  improvement  will  tend  to  overcome  at  least  one  of  the 
causes  for  the  instability  of  exchanges,  viz.,  the  inflation  of  currency  due  to  a  dis- 
equilibrium in  the  budgets. 

You  will  be  aware  that  it  is  contemplated  to  apply  the  International  Credits  Scheme 
to  the  case  of  Austria.  It  is  true  that  the  difficulties  with  regard  to  the  financial 
reconstruction  of  that  country  are  unique,  and  that  the  plan  proposed  is  not  an  applica- 
tion of  the  International  Credits  Scheme  in  its  fullest  sense,  inasmuch  as  the  credits 
in  this  case  will  be  given  direct  to  the  Governn.ent,  so  that  the  double  security  involved 
in  the  use  of  the  bonds  as  collateral  for  private  credits  will  be  lacking.  Nevertheless, 
the  Organiser  is  led  to  think  that  other  countries  are  watching  the  action  of  the  League 
of  Nations  in  this  respect  as  a  test  case.  If  the  Scheme  finds  application  in  Austria,  it 
will,  he  feels,  undoubtedly  be  a  strong  encouragement  to  others  to  avail  themselves  of 
the  service  which  the  League  is  willing  to  offer  in  this  connection. 
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lt should  not  be  overlooked  that  the  League,  through  an  organisation  such  as  the 
International  Commission  provided  for  under  the  Scheme,  can  furnish  an  impartial 
body  with  tlie  necessary  authority,  free  from  political  bias,  which  can  strengthen 
the  hands  of  a  Government  in  carrying  through  a  difficult  programme  of  financial 
reform,  and  which  can  watch  the  administration  of  the  pledged  assets  in  a  way  which 
will  inspire  confidence  in  the  minds  of  lenders  without  interfering  with  the  sovereignty 
of  the  borrowing  country. 

In  conclusion,  may  I  say,  the  organisation  for  International  Credits  has  been  set  up, 
and  is  at  the  disposal  of  those- — -be  they  borrowers  or  lenders,  private  enterprise,  public 
bodies  or  Governments- — who  are  desirous  of  availing  themselves  of  a  scheme  which 
can  help  so  effectively  in  restarting  production  and  international  trade  and,  with 
them,  prosperity. 

At  its  session  just  concluded,  the  Financial  Section  had  before  it  a  request  from  the 
Council  to  examine  the  financial  position  of  the  Free  City  of  Danzig. 

I  need  hardly  draw  attention  to  the  special  relations  existing  between  the  Free 
City  and  the  League  of  Nations  arising  from  Article  102  of  the  Treaty  of  Versailles 
which  places  Danzig  under  the  protection  of  the  League.  This  seems  to  make  it  espe- 
cially incumbent  upon  the  League  freely  to  offer  its  advice  when  asked  for. 

With  the  material  at  its  disposal,  the  Committee  has  so  far  only  been  able  to 
make  a  very  general  survey  of  the  position,  but  it  has  entrusted  a  more  detailed 
investigation  to  a  Sub-Committee  composed  of  two  of  our  colleagues,  M.  Avenol  and 
M.  Jansseu. 

Broadly,  the  difficulty  of  Danzig's  financial  position  arises  from  the  disorganisation 
of  economic  conditions  from  which  the  world  at  large  is  suffering  to-day.  This  is 
particularly  accentuated  in  the  case  of  Danzig  by  the  fact  that  tlie  economic  conditions 
in  its  hinterland — Poland,  Russia,  and  the  Baltic  States — are  especially  disturbed.  It 
also  suffers  from  the  peculiar  position  of  its  monetary  system,  and  from  the  fact  that 
heavy  losses  have  been  incurred  in  the  running  of  the  railways. 

This  latter  difficulty,  however,  should  be  removed  when  the  decision  of  the  High 
Copimissioner  is  carried  into  effect,  under  which  Poland  takes  over  the  administration 
of  the  railways,  and  with  it  the  deficit  which  the  Free  City  has  so  far  borne. 

There  are  also  some  important  matters  arising  from  the  Peace  Treaty  which  await 
a  settlement,  the  nature  of  which  will  have  an  important  bearing  upon  the  financial 
future  of  the  City.  According  to  that  Treaty,  the  City  of  Danzig  has  to  compensate 
Germany  for  the  State  property  taken  over  from  it.  This  property  consists  of  arsenals 
barracks,  and  the  equipment  of  the  Port. 

In  addition,  there  is  the  question  of  the  expenses  of  the  administration  by  the 
Allied  Governments  during  the  year  1920,  which  requires  settlement. 

One  also  gains  the  impression  that  the  administrative  machinery  of  the  Free  City 
can,  and  should,  be  reduced  and  cheapened. 

1  now  come  to  the  all-important  question  of  Currency  and  Exchange,  with  which 
is  closely  allied  that  of  Gold.  This  matter  has  not  ceased  to  occupy  the  attention 
of  the  Committee.  At  its  session  which  has  just  been  concluded  it  was  fully  reviewed, 
but  I  am  sorry  to  say  that  the  Committee  has  reluctantly  come  to  the  conclusion,  for 
reasons  with  which  I  will  deal  presently,  that  no  international  agreement  could  at 
this  juncture  advance  the  matter  of  the  stabilisation  of  exchange.  The  fundamental 
bases  for  such  action  are  lacking  almost  completely.  The  conditions — financial, 
economic,  and  political — of  many  countries  are  so  unstable,  there  are  so  many  countries 
which  are  still  unable  to  cover  their  budgets  and  to  jneet  their  engagements  without 
recoui'se  to  new  issues  of  currency,  and  there  are  such  a  number  of  uncertain  factors 
remaining  for  settlement,  that  it  seemed  to  the  Committee  premature  to  suggest  any 
action!.  The  matter  is  of  such  far-reaching  importance,  affecting  as  it  does  the 
economic  well-being  to  a  greater  or  lesser  degree  of  every  country,  that  I  should  be 
failing  in  my  duty  if  I  did  not  lay  before  this  influential  gathering  of  statesmen  of  so 
many  countries  a  somewhat  detailed  view  of  the  situation. 

Before  any  attempt  can  be  made  to  estabhsh  a  comiuon  understanding  on  th« 
question  of  the  stabilisation  of  exchanges,  it  is  indispensable  that  certain  fundamental 
conditions  should  exist,  which  the  individual  action  of  States  themselves  alone  can 
establish. 
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Tiic  Internationa]  Financial  Conference,  held  at  Brussels  a  year  ago,  laid  down — or 
rather  reiterated — a  set  of  broad  guiding  principles,  the  adherence  to  which  was  con- 
sidered indispensable  for  the  restoration  of  affairs  in  this  disjointed  economic  world. 
Since  then,  I  regret  to  say,  conditions  have  not  improved — in  fact,  they  have  become 
worse — and  this  is  clearly  expressed  in  the  movements  of  the  exchanges  which  have 
taken  place.  This  deterioration  of  the  position  is  not  due  to  any  inadequacy  or  injper- 
fection  of  the  guiding  principles  laid  down  by  Brussels  ;  it  is — -I  submit — simply  duo 
to  the  fact  that  very  few  of  the  countries  have  put  those  principles  into  actual 
practice. 

It  is,  perhaps,  well  that  I  should,  first  of  all,  clear  up  a  rather  general  misconception 
as  to  the  origin  and  nature  of  the  movements  of  international  exchanges.  The  dis- 
equilibrium in  the  exchanges  is  not  an  ill  inherent  in  the  exchanges  themselves,  but  arises 
from  a  disequilibrium  in  economic  and  monetary  conditions  generally.  Their  fluctua- 
tions are  merely  a  symptom  of  a  much  more  deep-seated  derangement.  They  have 
been  aptly  likened  to  a  clinical  thermometer,  which  merely  records  the  state  of  economic 
health  of  a  coimtry.  That  being  so,  it  is  very  obvious  that  the  evil  cannot  be  cured 
by  applying  remedies  to  the  exchanges  themselves.  Such  remedies  must  be  applied 
to  the  fundamental  causes  of  which  the  exchanges  are  merely  an  outward  and  visible 
sign. 

Let  me  briefly  state  the  principal  causes  which  are  at  work  to-day  in  a  great  number 
of  countries,  and  which  can  only  be  remedied  by  the  effort  of  those  countries  themselves. 
Not  until  they  have  done  so  will  the  stage  be  reached  at  which  an  international  under- 
standing can  put  the  final  touches  upon  the  stabilisation  of  their  exchanges. 

There  is,  first  of  all,  the  monetary  inflation,  which  is  still  persisted  in  by  very 
many  countries.  The  legitimate  functions  of  money  are  merely  to  serve  as  a  tool 
which  splits  barter  into  purchase  and  sale.  When  money  is  multiplied  beyond  that 
legitimate  purpose,  and  is  created  for  borrowing  purposes,  it  is  as  certain  as  night 
follows  day  that  it  will  lead  to  a  serious  derangement  in  the  economic  life  of  a  country 
and,  finally,  to  disaster. 

The  internal  purchasing  power  of  such  money  is  bound  by  this  process  to  be  depre- 
ciated, and  to  cause  all  the  convulsions  which  the  corresponding  rise  in  commodity 
prices  produces.  Hand  in  hand  with  this  goes  the  depreciation  of  the  external  pur- 
chasing power  of  such  money,  which  experience  has  plainly  shown  to  be  on  a  more 
accentuated  scale.  It  is  this  which  causes  such  violent  changes  in  the  relationship 
of  such  currencies  to  the  currencies  of  other  countries.  Is  there  a  more  eloquent 
testimony  to  this  truth  than  the  experience  of  Russia?  The  currency  of  that  unfor- 
tunate country  has,  for  all  practical  purposes,  ceased  to  have  any  external  value  at 
all,  while  the  internal  value  is  not  much  higher. 

Another  essential  factor  is  to  restore  confidence,  upon  which  all  ordered  economic 
life  depends.  That  confidence  cannot  be  restored  unless  stable  political  conditions, 
i.e.,  a  real  peace,'  are  established. 

Governmental  interference  in  the  economic  life  of  the  people  is  a  further  factor 
tending  to  impede  recovery.  Such  interference  may  be  a  necessity  in  times  of  a 
national  emergency,  but,  when  once  that  has  passed,  it  is  injurious.  However  cleverly 
conceived,  legislation  or  regulations  of  this  kind  cannot  put  out  of  action  fundamental 
economic  laws.  The  fixing  of  maximum  prices,  for  example,  defeats  its  own  object. 
If  the  price  so  fixed  is  too  low,  it  will  simply  lead  to  curtailing,  or  even  completely 
stopping,  the  production  of  such  goods  as  are  most  urgently  required.  The  granting 
of  subsidies,  too,  is  a  factor  of  a  disorganising  character,  because  it  falsifies  prices. 

T  now  come  to  a  phase  of  the  question  the  importance  of  which  it  is  impossible  to 
OA'er-estimate.  I  refer  to  the  barriers  to  international  trade  which  have  been  erected 
in  so  many  countries.  These  barriers — many  of  which  are  legacies  of  the  Great  War — 
take  a  variety  of  forms,  but  they  all  tend  in  the  same  direction  of  impeding  the  inter- 
national exchange  of  goods  and  services. 

Adequately  to  appreciate  the  bearing  which  all  impediments  to  international  trade 
have  upon  the  well-being  of  the  world  as  a  whole,  it  is  necessary  to  understand  what 
kind  of  an  economic  world  it  is  in  which  we  are  living,  and  in  order  to  appreciate  that, 
we  have  merely  to  look  back  in  history  for  a  comparatively  short  space  of  time — ^the 
Jast  century  and  a-half.     During  that  period,  a  few  evenls  of  .an  economic  character 
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have  set  forftes  into  motion  which  have  had  an  influence  in  shaping  the  course  of  the, 
world  far  beyond  any  events  of  a  purely  political  character.  Yet  it  is  with  some; 
difficulty  that  one  finds  references  to  them  in  the  standard  history  books.  They  are 
buried  beneath  a  mass  of  records  of  strife  and  bloodshed.  I  refer  to  the  discoveries 
in  physical  science  and  their  development.  In  the  decade  beginning  in  the  year  1765 
the  first  steam  engine  and  the  first  spinning  machines  were  constructed,  and  coal  used 
for  the  smelting  of  iron  ores.  In  the  year  1812  the  first  steamship  was  constructed, 
and  in  the  year  1829  the  first  steam  railway.  The  gradual  perfection  and  the  wider 
application  of  these  discoveries,  together  with  the  later  application  of  electricity, 
have  had  a  most  profound  effect  in  shaping  the  destinies  of  the  world.  They  have  led 
to  the  rapid  development  of  overseas  countries,  which,  as  the  years  went  on,  produced 
more  and  more  of  the  essential  foods  and  raw  materials,  because  they  were  able,  by 
the  constantly  improving  methods  of  transportation,  to  exchange  such  products  for 
the  goods  they  themselves  needed  for  the  development  of  their  countries.  The  more 
skilled  population  of  the  older  countries  applied  themselves  more  and  more  to  the 
pursuit  of  industry,  and  relied  more  and  more  upon  those  overseas  countries  for  the, 
supply  of  the  necessities  of  life.  These,  in  turn,  rapidly  developed  their  productivity, 
and,  with  the  increasing  supply  of  foodstuffs  they  were  able  to  furnish,  the  population 
also  increased.  At  no  time  in  the  history  of  the  world  has  there  been  so  stupendouR 
an  increase  in  population  as  during  the  last  century.  The  increase  is  most  remarkable 
in  Europe  and  the  United  States  of  America.  From  a  total  of  159,000,000  people 
in  the  year  1801,  the  population  of  those  countries  had  increased,  by  the  year  1911,  to 
512,000,000  people— an  increase  of  353,000,000  people,  or  222  per  cent. 

It  is  no  exaggeration  to  say  that  that  increased  population  owes  its  very  existence 
to  the  fact  that  it  was  able  to  exchange  freely  the  products  of  its  labour,  and  that  if  it 
cannot  freely  exchange  them,  it  cannot  be  maintained  alive. 

I  have  so  far  only  dealt  with  the  broad  aspect  of  the  food  supply  to  those  thickly 
populated  industrial  regions  of  Europe.  I  now  come  to  their  production  of  industrial 
goods.  None  of  these  countries  are  self-supporting  in  this  respect.  They  all  need  to 
exchange  the  goods  in  the  production  of  whicli  they  are  best  fitted  for  those  in  which 
others  excel.  There  are  no  countries,  except  those  in  the  most  primitive  state  of 
civilisation,  which  can  be  called  self-contained. 

This  highly  complex  economic  organisation  of  the  world  has  been  built  up  by  a 
gradual  and  almost  imperceptible  process  of  evolution.  Everything  had  in  that  process 
adjusted  itself  to  the  progress  as  it  was  gradually  achieved,  so  that  to-day  that  organi- 
sation cannot  exist  without  the  essential  elements  which  have  built  it  up,  namely, 
the  possibility  of  a  free  and  unhindered  exchange  of  goods  and  services  the  world  over. 

The  lack  of  this  freedom  of  exchange  is  one  of  the  root  causes  of  the  present  dis- 
jointed condition  of  the  world,  and  one  of  the  outstanding  causes  of  the  instability  of 
the  exchanges.  And  yet  there  are  people  who  doubt  the  necessity  of  international 
co-operation,  and  who  taunt  the  supporters  of  the  League  as  being  visionaries  and 
idealists,  when,  as  I  have  tried  to  show,  the  very  life  of  a  vast  proportion  of  the  popu- 
lation of  this  globe  could  not  be  sustained  for  any  length  of  time  w  ithout  the  closest 
international  co-operation. 

I  have  enumerated  some  of  the  most  important  basic  conditions  which  are  essential 
for  the  re-establishment  of  a  normal  economic  life,  and,  therefore,  for  the  stabilisation 
of  the  exchanges.  Only  when  these  conditions  have  been  put  into  practice  in  the 
various  countries  by  their  own  efforts  will  a  sufficient  degree  of  equilibrium  have, been' 
reached  to  apply  the  final  adjustment  to  the  monetary  systems  which  will  give  adequate 
stability  to  the  exchanges.  Any  idea,  therefore,  that  it  is  possible  to  stabilise  the 
exchanges  by  a  process  of  devaluation  of  money  in  terms  of  gold — that  is  to  say,  by. 
giving  to  the  currencies  a  new  and  inferior  gold  value — has  to  be  dismissed  as  long  as 
an  equilibrium  has  not  been  established  in  fundamental  economic  conditions  and  in 
finance. 

Finally,  I  should  draw  attention  to  the  question  of  international  indebtedness 
Tiie  sums  involved  are  huge,  and  the  settlement  is  bound  to  have  a  serious  effect  upon 
the  stability  of  exchanges,  unless  a  carefully  devised  and  sober  plan  can  be  found- 
It  seems  almost  unnecessary  to  dwell  upon  the  fact  that,  in  view  of  the  magnitude  of 
the  sums  involved,  these  obUgations  can  only  be  met  out  of  future  surplus  production. 
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and  not  out  of  any  form  of  wealtli  already  existing.  One  of  tlie  great  questions  that 
still  remain  to  be  solved  is  how  these  obligations  can  be  discharged  without  causing 
undue  injury  to  both  the  debtor  and  creditor  countries. 

On  the  very  important  work  which  the  Finance  Section  lias  imdertaken  in  regard 
to  Austrian  finance^  j'ou  will,  I  feel  sure,  prefer  to  listen  to  my  colleague,  M.  Avenol. 
He,  together  with  M.  Gluckstadt  (an  eminent  Danish  banker)  and  Sir  Drummond 
Drummond-Fraser  (the  Organiser  of  the  International  Credits  Scheme),  were  the 
three  members  of  the  Delegation  which  went  to  Vienna  to  investigate  the  position 
on  the  spot.  I  cannot  let  this  opportunity  pass  without  referring  to  the  devotion  and 
expedition  with  which  they  carried  out  their  task  of  investigation.  They  have  given 
many  weeks  of  tlieir  time  to  it,  and  I  wish  especially  to  refer  to  M.  Avenol's  unremit- 
ting efforts  to  expedite  the  release  of  the  Hens  by  the  Governments  concerned.  It  is 
no  mean  task  to  have  secured  such  release  from  practically  all  the  eighteen  Govern- 
ments in  question,  and  1  can  only  express  tlie  hope  that  the  Ignited  Stafes  of  Ame 
rica — which,  for  all  practical  purposes,  is  the  only  country  now  outstanding — will 
soon  fall  into  line. 

I  cannot  conclude  my  remarks  without  paying  a  high  tribute  to  the  ability  and 
energy  displayed  by  the  members  of  the  Secretariat  in  assisting  the  Committee  in  its 
work. 


Annex  G. 

STATEMENT   BY    M.    AVENOL   TO    THE    SECOND    COMMITTEE    OF    THE 
ASSEMBLY  ON  SEPTEMBER  19th,  1921. 

The  work  of  the  Financial  Committee  in  regard  to  the  financial  reconstruction  of 
Austria  has  been  described  in  a  Report  to  the  Council  of  the  League  of  Nations  (accom- 
panied by  numerous  Annexes)  which  has  already  been  distributed. 

At  the  present  moment,  I  do  not  wish  to  occupy  your  time  by  insisting  on  the 
numerous  technical  details  given  in  this  Report.  I  wish  to  limit  my  statement  to 
the  work  of  the  Financial  Committee,  and  to  endeavour  to  describe  its  relations  with 
a  Government  which  is  a  Member  of  the  League  of  Nations. 

In  its  first  year  of  existence,  the  Financial  Committee  —  one  of  the  Technical 
Organisations  at  the  creation  of  which  you  presided  last  year — has  come  into  close 
contact  with  a  Government,  and  to  some  extent  has  taken  part  in  its  public  life.  What 
is  its  conception  of  the  part  it  was  called  upon  to  play?  Within  what  limits  has  it 
confined  its  activities?  These  are  the  points  upon  which  I  wish  to  lay  emphasis. 
I  think  that  I  shall  thus  meet  the  wishes  of  this  Committee,  which  has  been  called  upon 
by  the  Assembly  to  supervise  the  Technical  Organisations. 

I  am  going  to  ask  you  to  go  back  three  years,  to  the  moment  of  Austria's  re-birth 
at  the  end  of  the  war.  What  was  Austria's  position  at  that  moment?  It  was  a  group 
of  Provinces  speaking  the  German  language,  in  the  midst,  or  rather  at  one  extremity, 
of  which  was  the  former  capital  of  a  great  empire.  Austria  was  born  in  an  atmosphere 
of  general  pessimism.  Had  this  group  of  Provinces,  the  remainder  of  a  great  economic 
entity,  retained  sufficient  vitality,  seeing  that  its  transport  system  had  broken  down, 
its  economic  relations  were  destroyed,  and  the  circulation  of  raw  materials  towards  the 
centres  of  production  and  manufacture  were  completely  arrested?  Would  this  country 
be  able  to  continue  its  independent  existence?  Further,  this  population,  this  admi- 
nistrative system,  accustomed  to  the  administration  of  a  great  monarchy,  were  greatly 
discouraged  at  finding  themselves  confined  within  narrow  limits.  It  is  certain  that 
the  preservation  of  the  former  capital  in  the  midst  of  this  new  State  was  a  cause  of 
some  pessimism  from  which  the  neighbouring  States  escaped. 

The  Allied  Governments,  which  had  sent  a  section  of  the  Reparations  Commission 
to  Vienna,  grasped  almost  at  once  the  situation  of  Austria,  and  the  Reparation  Com- 
mission, instead  of  exercising  the  rights  of  a  creditor,  took  Austria's  part  with  the 
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Allied  (jovornmenls.     Its  principal  task  was  not  that  of  extortinc;  pnymoni    from 
Austria,  but  rather  the  preparation  of  a  programme  of  relief. 

This  programme  was  based  entirely  upon  credits  from  the  Governments.  For 
various  reasons,  among  which  was  the  fact  thai  it  was  impossible  for  the  Governments, 
at  the  end  of  the  war,  to  burden  their  public  finances  with  subsidies  for  the  bonefi,t  of 
other  Governments,  this  programme  was  rejected  by  the  Governments  to  which  it  was 
submitted.  But  these  Governments,  which  met  in  London  in  February  last,  sought 
to  ascertain  by  what  means  they  could  assist  Austria  to  obtain  the  necessary  help. 

They  thought  then  of  applying  to  the  Financial  Committee.  This  idea  was  sug- 
gested by  the  scheme  for  International  Credits  sketched  for  you  by  my  colleague.  Sir 
Henry  Strakosch.  This  scheme,  in  fact,  made  possible  the  estaldishment  of  a  system 
of  international  control,  which  was  intended  to  afford  the  support  necessary  for 
Austria's  credit  operations. 

The  Financial  Committee  met  in  Paris  in  the  month  of  April,  a  fortnight  after 
the  meeting  of  the  Allied  Governments  in  London.  It  had  been  invited  to  convene  a 
meeting  in  a  fortnight's  time,  in  order  to  consider  the  requests  of  the  Austrian  Ministers 
with  reference  to  the  sum  total  of  the  Joans  required  by  Austria,  the .  nature  .of  the 
available  securities,  and  the  services  which  the  Committee  could  render  with  a  view 
to  the  financial  rehabilitation  of  Austria. 

What  did  this  Committee  conceive  to  be  its  mission?  It  had  no  credits  at  its 
disposal ;  it  was  only  a  Committee  of  Experts  ;  it  could  only  give  advice.  Its  principal 
task  was,  not  to  find  credits  for  Austria,  but-  to  discover  how  Austria  could  re-establish 
her  credit.  Once  Austria's  credit  was  improved,  the  necessary  capital  would  be  found 
in  the  normal  way. 

The  consideration  of  this  question,  how  was  Austria's  credit  to  be  re-established, 
resulted   in  the   laying  down   of  two   essential   conditions  : 

The  first  condition  was  that  Austria  should  be  relieved,  at  least  temporarily,  from 
the  mortgages  held  by  her  creditors,  both  her  creditors  under  the  Treaty  of  Peace,  and 
the  creditors  who  had  already  given  her  assistance  in  the  year  following  the  Armistice. 

Austria,  therefore,  in  order  to  bo  able  to  borrow,  had  to  be  relieved,  at  least  tempo- 
rarily, from  the  rights  and  charges  held  by  her  former  creditors. 

The  second  condition  was  that  Austria,  like  any  other  Government  resorting  to 
loans,  should  be  able  to  reorganise  its  finances  in  such  a  manner  as  to  inspire 
confidence. 

Austria  was,  however,  at  that  moment  in  a  desperate  condition  as  regards  finance  ; 
tljere  was  a  continuous  issue  of  paper  money  and  a  huge  deficit  in  the  budget.  Was  it 
possible  to  remedy  this  state  of  things? 

In  order  to  enquire  into  this  second  condition,  the  Delegation  of  the  Financial 
Committee  was  sent  to  Vienna,  where  it  arrived  in  May.  The  Delegation  examined 
first  the  economic,  then  the  financial,  situation  of  Austria. 

The  examination  into  the  economic  situation  of  Austria  was  of  an  encouraging 
nature.  The  Delegation  heard  the  evidence  of  35  or  40  persons,  chosen  from  among 
all  the  chief  financial  and  political  figures,  the  leaders  of  all  the  political  parties  and  the 
representatives  of  industry  and  commerce.  The  results  of  the  investigation  showed 
that  the  situation  of  Austria,  although  presenting  difficulties,  might  be  restored  to  a 
sound  basis.  s 

Agriculture  in  Austria,  although  it  does  not  satisfy  the  country's  needs,  is,  never- 
theless, in  excellent  condition.  Industry  also,  which  must  place  the  country  in  a  posi- 
tion to  export,  if  it  is  to  cover  the  deficit  in  its  agricultural  production,  is  well  equipped 
and  well  managed.  Industrial  activity  had  already  been  resumed,  loans  and  raw  mate- 
rials were  obtained,  and  re-exportation  was  being  carried  on  to  a  satisfactory 
extent. 

Vienna  itself,  that  large  city  in  a  small  country,  for  whose  very  existence  so  much ' 
anxiety  had  been  felt,  is  a  great  European  capital,  with  traditions,  and  a  commercial 
and  banking  organisation.  It  is  a  transit  and  distribution  centre  for  a  part  of  Europe, 
and  it  was  apparent,  as  early  as  May  last,  that  its  economic  life,  which  was  completely 
at  a  standstill  at  the  time  of  the  Armistice,  had  been  resumed.  If  Vienna  was  no 
longer  a  great  political  capital,  it  might  remain  a  great  economic  as  well  as  a  great 
intellectual  capital. 
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Thus  the  fixamlnation  of  all  theso  olemonts  in  the  situation  ins5pirofl  tho  Delojjation 
with  considerable  confidence. 

It  still  had  to  see  what  possilnliiies  there  were  for  restoring  the  piil)lic  finances — 
there,  again,  the  results  of  the  enquiry  were  favourable.  Austria  has  retained  from  the 
former  monarchy  an  administration  which  places  at  the  State's  disposal  great  resources 
and  a  higlily  efficient  staff.  Austria  cannot  be  compared  to  a  new  country  where 
everything  would  have  to  be  erected,  or  where  every  organisation  would  have  to  be  re- 
established. All  that  exists,  this  staff  and  this  administration,  are  fully  capable  of 
applying  to  the  sLtuation  the  remedies  which  we  have  recognised  as  essential.  These 
remedies  have  been  the  subject  of  lengthy  discussions  with  the  Austrian  Government. 
They  were,  in  truth,  rather  a  collaboration  than  a  discussion.  We  submitted  our  views 
as  experts.  Among  the  staff  of  the  Austrian  Government  we  had  the  benefit  o'f  the 
most  experienced  advice,  and,  in  reality,  the  programme  which  has  been  drawn  up  as  a 
result  of  the  discussion  is  a  joint  programme. 

We  are  therefore  convinced  that  Austria  is  capable  of  economic  existence,  and  that 
the  Austrian  State,  in  spite  of  the  very  great  difficulties  it  has  to  surmount,  can  restore 
its  public  situation — restore  its  monetary  position. 

I  should  like  to  read  one  or  two  passages  from  the  Delegation's  Report,  in  order 
to  show  you  in  what  spirit  the  latter  has  carried  out  its  mission  : 

"  A  programme  of  such  wide  scope  should  be  for  the  public  welfare.  It  should  be 
considered  as  a  national  enterprise,  far  removed  from  the  disputes  or  the  exaggeration  of 
parties.  The  Delegation,  when  it  renewed  its  official  conversations  with  the  Govern- 
ment, expressed  its  opinion  clearly  : 

"  It  is  essential  that  the  whole  world,  with  which  Austria's  credit  is  to  be  restored, 
should  be  assured  that  Austria  is  willing  to  face  her  obligations.  It  is  by  showing 
that  she  does  not  hesitate  to  face  the  internal  difficulties  of  her  restoration  that  she 
will  best  prove  that  she  deserves  the  credit  due  to  her  position  and  to  her  resources.  " 

"While  suggesting,  in  its  technical  conversation  with  the  Ministry  of  Finance,  the  plan 
to  which  the  members  of  the  Mission  had  agreed  on  April  18th,  the  Delegation  pointed 
out  that,  in  order  to  arrive  at  a  stabilisation  of  public  finance,  it  was  necessary  to 
concentrate  all  political  forces. 

"  The  Delegation  arrived  at  Vienna  with  the  object  of  obtaining  international  co- 
operation with  the  Austrian  Government,  and  was  received  as  an  impartial  arbitrator. 
It  was  therefore  fortunate  to  be  in  a  position  to  exercise  the  influence  afforded  it  by 
the  high  moral  authority  of  the  League  of  Nations,  in  order  to  facilitate  the  carrying 
out  of  this  international  work.  In  the  memorandum  of  April  28th,  published  in  the 
Austrian  Press,  the  Delegation  pointed  out  with  friendly  frankness  and  clearness  the 
points  which  must  be  grasped  in  the  programme  of  reform,  and  defined  the  spirit 
which  should  animate  this  programme.    .    .     . 

"This  appeal  had  its  effect.  The  Government  drew  up  an  ample  and  vigorous  pro- 
gramme. Though  the  suggestions  which  the  Delegation  has  had  the  honour  to  submit 
occupy  an  important  place  in  this  programme,  the  Delegation  feels  that  it  should  indi- 
cate clearly  that  the  programme  itself  is  an  act  of  sovereignty  on  the  pai't  of  the 
Austrian  Government.  It  was  solemnly  submitted  to  the  Delegation,  in  reply  to  its 
Memorandum,  by  the  Federal  Chancellor  and  the  Minister  of  Finance,  who  have  signed 
it ;  it  constitutes  an  engagement  freely  undertaken  by  a  sovereign  Government.  The 
various  pohtical  parties  represented  in  Pariiament,  with  a  high  sentiment  of  national 
unity,  bound  themselves,  after  discussion,  to  give  their  support  to  the  Government's 
programme,  and  signified  their  consent  by  letters  addressed  to  the  Delegation." 

Such  was  the  situation  when  the  Delegation  sent  by  the  Financial  Committee 
left  Vienna.  This  Delegation  submitted  to  the  Committee  by  which  it  was  appointed 
a  Report  containing  a  statement  of  the  results  of  its  mission. 

After  discussing  this  Report,  the  Financial  Committee,  turning  again  to  the  two 
conditions  which  it  had  regarded  as  essential  and  sufficient  for  the  rehabilitation  of 
Austrian  credit,  devoted  its  attention  to  their  fulfilment. 

A  solution  of  the  programme  of  the  Austrian  Government  depended  upon  the 
Government  itself.  This  condition  was  the  first  to  be  fulfilled,  or,  at  least,  its  fulfil- 
ment was  the  first  to  be  undertaken. 
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The  Austrian  Government,  with  great  courage  and  the  support  of  all  parties, 
carried  through  the  Austrian  Parliament  a  series  of  Bills  creating  new  resources.  The 
deficit  in  the  Budget  was  to  be  very  considerably  reduced,  beyond  even  the  first  stage 
fixed  in  the  programme  which  we  had  discussed. 

Unfortunately — and  this  was  the  cause  of  the  delay  in  the  fulfilment  of  the 
second  condition — some  of  the  Governments  holding  liens  on  Austria  delayed  their 
support  of  the  scheme.  Almost  all  have  now  adhered,  but  we  are  still  faced  with 
the  difficulty  of  the  suspension  of  the  American  lien  on  Austria,  for  which  the  intro- 
duction of  a  law  in  Congress  is  necessary.  Congress  had  risen  before  this  law  could 
be  voted. 

We  are  thus  confronted  with  a  delay  which  is  being  prolonged,  and  which  threatens 
to  jeopardise  all  the  efforts  already  made  by  the  Austrian  Government,  if  the  moral 
effect  of  its  attitude  and  the  decision  which  it  has  taken  was  not  a  great  result  achieved 
in  view  of  the  eventual  rehabilitation  of  its  credit. 

All  the  financial  measures  laid  before  Parliament  for  the  re-establishment  of  the 
equilibrium  of  the  Budget  were  founded  upon  the  value  of  the  crown  at  that  time.  I  do 
not  wish  to  enter  into  technical  details  as  to  the  value  of  the  crown,  but  it  can  easily  be 
understood  that,  in  a  country  where  the  exchange  rates  continue  to  depreciate,  the 
prices  in  the  home  market  continue  to  rise.  Wages,  salaries,  all  the  charges  sustained 
by  the  Government,  increase  in  direct  proportion  as  the  currency  depreciates,  while 
the  yield  of  taxes  based  on  the  nominal  value  of  the  currency  at  the  moment  when 
their  collection  was  decreed  causes  the  budgetary  deficit  to  increase  continually. 

The  American  Government's  delay  and  the  inevitable  slowness  of  the  procedure 
in  Congress  have  caused  a  premature  discouragement  in  all  those  who  had  hoped  for  a 
more  rapid  recovery  of  Austria. 

Before  the  war,  an  Austrian  crown  was  worth  about  1  Swiss  franc.  In  recent  times, 
I  Swiss  franc  cost  29.3  crowns.  You  sec  here  the  effect,  to  a  large  extent  purely  psycho- 
logical, of  this  depreciation,  and  of  its  reaction  on  the  results  of  the  rehabihtation 
laws  voted  by  the  Austrian  Parliament,  and  on  Austria's  financial  situation. 

We  are,  indeed,  for  the  moment,  powerless  in  face  of  such  a  situation.  The  Allied 
Governments,  which  have  never  ceased  to  take  an  interest  in  the  fate  of  Austria, 
considered  this  question  last  month,  and  adopted  the  following  Resolutions  : 

"  The  Supreme  Council,  having  been  informed  of  the  financial  measures  pro- 
posed for  the  rehabilitation  of  Austria,  notes  that  their  execution  now  depends 
only  on  the  agreement  of  a  few  Governments  to  the  plan  for  the  suspension  of 
the  liens  which  is  based  on  the  Supreme  Council's  decision  of  March  17th,  and 
which  has  already  been  accepted  by  nearly  all  the  Governments  concerned. 

"  The  Supreme  Council,  recognising  the  urgency  of  Austria's  needs  and  the 
efforts  already  made  by  the  Austrian  Government,  expresses  its  entire  confidence 
that  the  assistance  expected  by  Austria  will  be  afforded  as  soon  as  possible. 

"  The  Supreme  Council  expresses  the  hope  that  the  Governments  of  the  United 
States,  of  Serbia  and  of  Roumania  will  be  so  good  as  to  take  into  consideration  the 
supreme  urgency  of  such  a  vital  solution,  and  will  declare  their  adherence,  delay 
in  this  matter  being  the  only  obstacle  to  the  realisation  of  the  unanimous  inten- 
tions of  the  Powers.     On  their  adherence  depends  the  re-establishment  of  the 
economic  equilibrium  in  Europe  and  the  very  life  of  Austria." 
Although  the  task  undertaken  by  the  Financial  Committee  in  April  last,  at  the 
request  of  the  Supreme  Council,  has  been  thus  interrupted,  I  am  convinced  that  it  is 
only  delayed.     In  expressing  the  hope  that  it  will  soon  be  resumed,  I  would  endeavour, 
in  conclusion,  to  define  the  character  of  the  work  of  the  Financial  Committee. 

I  have  just  tried  to  point  out  to  you  in  what  manner  an  International  Committee 
has  been  enabled,  without  in  any  way  attacking  the  sovereignty  of  any  Member  of  the 
League  of  Nations,  to  enter  into  relations  with  such  a  Member,  and  to  give  advice  and 
support.     I  believe  that  this  example  is  of  interest  as  regards  the  future. 

The  Financial  Committee  concluded  its  First  Report  in  April  last  by  pointing  out 
that  this  line  of  action  itself,  as  laid  down  by  the  Financial  Committee,  is  only  a  colla- 
boration in  the  interests  of  all,  in  accordance  with  the  very  principles  of  the  League  of 
Nations,  and  without  i)rejudicc  to  the  sovereignty  of  the  States  Members  of  the  League 
of  Nations. 
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This  statement,  made  at  the  very  beginning  of  its  work,  has  been  its  guiding  prin- 
ciple during  the  last  three  months  and,  thanks  to  the  Committee's  rigid  adherence  to 
tills  rule,  the  Austrian  Government,  assured  that  its  sovereign  right  will  be  respected, 
has  found  in  public  opinion  strength  to  induce  its  people  to  make  the  indispensable 
sacrifices,  and,  at  the  same  time,  has  been  able  to  offer  guarantees  sufficient,  I  hope, 
when  the  last  obstacles  have  been  surmounted,  to  secure  the  capital  needed  to  enable 
the  Austrians  to  resume  a  normal  life  and  to  cojitinuc  to  exist. 
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STATEMENT    fiY    M.    MENSDORFF-POUILLY-DIETRICHSTEIN  (AUSTRIA) 
TO  THE  SECOND  COMMITTEE  OF  THE  ASSEMBLY,  SEPTEMBER  21st,  1921. 

You  heard  on  Monday  the  most  interesting  and  instructive  report  of  M.  Avenol 
n  the  activity  of  the  Financial  Committee  regarding  the  financial  reconstruction  of 
Austria. 

1  had  intended  thanking  M.  Avenol  immediately,  but  it  was  then  too  late,  so  Uial 
I  had  to  postpone  my  short  statement  till  to-day. 

I  should  like,  in  the  first  place,  to  express  to  M.  Avenol  and  to  his  distinguished 
colleagues  the  most  sinc3re  thanks  of  the  Austrian  Government. 

When  M.  Avenol  and  his  colleagues,  M.  Gltickstadt  and  Sir  Drummond  Drum- 
mond-Fraser,  arrived  at  Vienna  in  order  to  investigate  on  the  spot  and  undertook — with 
the  Austrian  Government — the  task  of  working  out  the  financial  reconstruction  of 
Austria,  we  were  led  to  hope  that  the  worst  moment  of  our  difliculties  was  ovei'. 

We  l.iad — and  we  have — fullest  confidence  in  the  excellent  intentions  of  these 
gentlemen,  as  well  as  in  their  great  competence  and  clear  understanding  of  the 
question,  and  I  am  happy  to  express  here  our  deep  gratitude  to  M.  Avenol  and  his 
colleagues. 

Nothing  could  have  been  a  happier  beginning  than  to  see  the  task  of  the  financial 
reconstruction  of  Austria  entrusted  to  the  League  of  Nations,  and  I  hope  that  we  shall 
all  be  able  to  congratulate  ourselves  on  the  result.  Austria  will  be  able  to  congratulate 
herself  for  owing  her  financial  recovery  to  the  League  of  Nations,  and  the  League  of 
Nations  will  be  able  to  congratulate  itself  for  having  accomplished  a  great  work  of 
reform,  in  which  the  fundamental  principle  of  the  League,  re-establishment  and  recon- 
struction through  the  peaceful  co-operation  of  the  people,  will  find  its  most  successful 
expression. 

The  plan  was  based,  on  the  one  hand,  on  reforms  to  be  carried  out  in  Austria  ;  on 
the  other,  on  financial  aid  coming  from  abroad. 

The  Austrian  Government  has  loyally  endeavoured  Lo  carry  into  clTect  its  part  of 
the  programme  ;  the  revenue  has  been  increased  to  an  extent  which  would  have  l>cen 
thought  impossible  a  short  time  ago,  and  the  expenses  have  })ecn  very  considerably  cut 
down. 

The  difficulties  which  still  prevail,  and,  to  a  certain  extent,  hamper  the  action  of 
the  Government,  are  chiefly  caused  by  the  depreciation  of  the  Austrian  currency. 

From  the  very  beginning  of  the  plan  of  financial  reconstruction,  the  principle  was 
admitted  and  recognised,  that  it  was  to  represent  an  "ensemble,"  consisting  of  reforms 
at  home  and  help  from  abroad.     This  was  accepted  by  all  parties. 

M.  Avenol  has  admirably  described  to  you  this  principle  of  collal)oration.  He 
began  by  describing  the  state  in  which  ho  found  our  country  immediately  after  the 
conclusion  of  peace.  It  was  most  painful  for  me  to  listen  to  him,  though  I  cannot  deny 
the  accuracy  of  his  description.  In  continuing  his  statement,  he  told  yuu,  with  most 
admirable  clearness,  the  very  serious  reasons  in  favour  of  the  aid  that  was  to  be  granted 
to  Austria. 

He  described  to  you  the  resources  still  existing  and  the  great  forces  represented  at 
Vienna  ;  lier  complete  financial,  commercial  and  industrial  organisation,  the  numerous 
personnel  adniiiably  equipped  and  fitled  for  administrative  posts  of  every  sort ;  in  a 
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word,  all  the  machinery  of  a  great  capital  which  cannot  be  improvised  anywhere  else, 
and  which  gives  every  guarantee  that  the  work  of  reform  can  be  carried  out  in  the 
most  competent  and  most  effective  way. 

M.  Avenol  also  said — and  I  feel  particularly  obliged  to  him  for  having  done  so — that 
the  Austrian  Government  had  already  carried  out  their  share  of  the  collaboration,  which 
forms  the  foundation  of  the  plan  of  reform,  at  the  cost  of  very  great  sacrifices  on  the 
part  of  all  the  taxpayers,  of  all  classes  of  the  population. 

If  there  has  been  delay,  the  responsibility  cannot  be  put  on  the  Austrian  Government. 
I  must  touch  here  on  the  point  which  causes  us  the  greatest  anxiety  at  the  present 
moment ;  I  mean  the  delay  in  the  aid  from  abroad. 

The  greatest  difficulty  which  stood  in  the  way  of  the  credits  has  been  removed — as 
M.  Avenol  told  us — by  the  release  of  the  liens  held  by  the  various  Governments. 

Practically,  only  the  United  States  have  not  yet  formally  pronounced  the  release 
of  the  liens.  As  the  American  Senate  is  meeting  one  of  these  days,  and  as  we  understand 
that  the  people  of  America  are  very  kindly  and  generously  disposed  towards  us,  I  venture 
to  hope  that  the  release  of  the  liens  will  be  pronounced  by  the  United  States  at  a  very 
early  date. 

It  seems  most  unlikely  that  the  great  Republic,  whose  people  came  to  the  rescue 
at  a  moment  when  distress  was  at  its  worst,  when  famine  was  most  threatening  at 
Vienna,  by  a  magnificent  movement  of  philanthropy  established  the  American  Relief, 
and  for  more  than  two  years  provided  food  for  hundreds  of  thousands  of  children  with 
a  generosity  which  will  never  be  forgotten  by  our  people,  and  has  for  ever  endeared  the 
name  of  America  to  the  Austrians  ;  it  is  unlikely,  I  repeat,  that  the  Government  and 
the  Senate  of  America-  should  hold  back  when  the  other  countries  have  already  pro- 
nounced the  release  of  the  liens. 

Gentlemen,  on  the  chance  of  repeating  myself  and  tiring  you,  I  must  insist  once 
more  on  the  grave  danger  lying  in  the  delay  of  the  credits. 

M.  Avenol  has  described  to  you,  with  an  authority  and  a  knowledge  of  detail  which 
I  am  far  from  possessing,  the  deplorable  consequences  of  the  depreciation  of  the  currency 
(increase  of  prices  of  food  and  all  commodities,  increase  of  wages  and  salaries,  instability, 
impossibility  of  establishing  a  budget — as  well  for  State  and  municipal  affairs  as  for 
private  enterprise — and  so  on). 

The  same  day.  Sir  Henry  Strakosch,  in  a  very  clear  statement,  told  us  something 
about  the  causes  of  general  depreciation.  I  remember  that  he  pronounced  the  word 
confidence.  Confidence  is,  perhaps,  the  first  condition  for  greater  stability  of  the 
currency.  If  I  dwell  on  this  word  "  confidence,  "  it  is  because  confidence,  which  had 
reappeared  in  Austria,  thanks  to  the  action  of  the  League  of  Nations  and  the  Financial 
Committee — thanks  also  to  work  having  been  resumed  so  successfully  in  many  quarters 
in  Austria — this  confidence  risks  being  seriously  impaired  by  the  delay  in  the  forth- 
coming of  the  credits. 

I  know  that  the  credits  are  coming.  I  feel  sure  that  they  will  be  coming  very 
shortly,  and  if  I  could  make  my  compatriots  in  Parliament  and  in  the  Press,  as  well  as 
the  great  public,  share  my  confidence  in  this  respect,  I  should  feel  much  less  anxious. 

But  how  can  you  explain  to  the  general  public  the  complicated  machinery  which 
must  be  put  in  motion  for  an  action  in  which  so  many  are  concerned  ;  how  can  you 
explain  that  the  causes  of  delay  are  due  to  formalities,  questions  of  procedure,  even  of 
competence  perhaps,  even  to  bureaucratic  reasons — and  so  on. 

For  these  reasons,  I  most  particularly  beseech  the  leading  statesmen  present  here 
at  Geneva,  who,  I  know,  are  very  well  disposed  towards  us,  to  impress  upon ,  their 
respective  Governments,  with  all  their  authority  and  great  influence,  the  serious 
importance  of  accelerating  by  all  means  the  putting  into  effect  of  the  foreign  aid  for 
Austria. 

Every  week — I  might  say,  every  day — of  delay  renders  the  situation  more  difficult, 
the  cure  more  expensive,  and — I  am  sorry  to  say- — tends  towards  discouraging  publio 
opinion,  and  furnishes  arguments  to  the  opponents  of  the  League  of  Nations,  who 
delight  in  throwing  doubt  on  the  capacity  of  the  League  to  achieve  a  positive  result 
and  a  tangible  success. 

If  I  plead  the  cause  of  my  country  as  earnestly  as  I  can,  I  beheve  I  am  also  pleading 
the  cause  of  the  League  of  Nations. 
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Nothing  could  have  a  more  salutary  effect  throughout  the  world.  Nothing  could 
be  more  convincing  than  the  fact  that  the  economic  recovery  of  a  country  has  been 
achieved  by  the  League  ;  not  by  pious  wishes  and  words,  but  by  positive  facts  in  cash, 
if  I  may  use  that  expression,  paid  down,  visible  to  all. 

That  will  convince  all  the  cynics  and  stop  all  the  sneers  and  doubts  more  effectively 
than  all  declarations  and  resolutions,  however  eloquently  and  beautifully  they  may  be 
worded. 

I  express  once  more  our  thanks  to  M.  Avenol.  I  express  the  gratitude  of  my 
Government  to  the  League  of  Nations  for  having  taken  in  hand  this  great  work  of  our 
economic  reconstruction,  and  I  can  only  repeat  our  most  heartfelt  thanks  to  all  those 
who  are  helping  us — but  help  us  quickly.     It  is  worth  while. 


Annex  E. 


MINUTES  OF  THE  SEVENTH  MEETING  OF  THE  SECOND  COMMITTEE  OF 

THE  ASSEMBLY 

Held  on  September  23rd.,  192L 

M.  Thomas  Jonnesco  in  the  Chair. 
26.  Examination  of  the  Report  of  the  Economic  and  Financial  Committee. 

M.  Ador  (Switzerland)  read  his  statement  on  the  Provisional  Economic  and  Finan- 
cial Committee  and  also  on  the  draft  budget  of  this  body  for  the  year  1922  (1). 

He  then  gave  the  Committee  his  views  on  the  subject  of  the  Council  resolution 
referring  the  question  of  the  equitable  treatment  of  commerce  to  the  Provisional  Eco- 
nomic and  Financial  Committee  and  the  Advisory  Committee  for  Communications  and 
Transit.  It  seemed  to  him  necessary  to  enter  upon  the  study  of  this  problem,  which 
is  mentioned  in  Article  23  of  the  Covenant,  and  which  had  been  passed  over  at  the  time 
of  the  First  Assembly. 

The  Committee  must  perforce  consider  it,  as  pubhc  opinion  demanded  that  it  should 
be  considered.  Not  until  the  barriers  rendered  necessary  by  the  war  had  fallen  and 
normal  relations  between  Nations  had  been  resumed,  would  any  improvement  be 
brought  about  in  the  problem  of  the  exchanges. 

A  return  must  be  made  as  rapidly  as  possible  to  interdependence  and  solidarity, 
which  were  indispensable  for  the  recovery  of  the  economic  life  of  the  world. 

M.  Adatci  (Japan)  thanked  M.  Ador  for  his  report.  He  was  satisfied  with  the 
resolution  taken  by  the  Council  with  regard  to  the  equitable  treatment  of  commerce, 
but  he  wished  to  introduce  an  amendment  on  this  subject  in  the  proposed  draft 
resolution.  He  read  his  statement  to  the  Committee  as  follows  : 

"  Article  23  of  the  Covenant  of  the  League  of  Nations  provides  for  the  conclusion 
of  a  General  Convention  between  the  Members  of  the  League  with  regard  to  the  ques- 
tions mentioned  in  paragraphs  (a)  to  (/)  of  this  Article,  questions  which  may  have  a  consid- 
erable influence  on  international  peace. 

"  Amongst  the  questions  mentioned  in  these  paragraphs,  General  Conventions  have 
been  concluded  with  regard  to  the  regulation  of  labour,  dangerous  and  harmful  drugs, 
the  control  of  the  traffic  in  arms  and  in  munitions,freedom  of  communications  and  tran- 
sit, the  prevention  and  control  of  epidemics,  etc. 

"  The  most  important  of  the  questions  contained  in  Article  23  has,  however;  been 
neglected.  It  is  that  mentioned  in  paragraph  (e)  of  the  Article,  which  lays  down  that 
provision  shall  be  made  to  secure  and  maintain  equitable  treatment  for  the  commerce 
of  all  Members  of  the  League.  In  connection  with  the  application  of  this  general  prin- 
ciple to  the  international  commerce  of  the  Members  of  the  League,  no  treaty  has  been 
concluded  and  no  proposal  has  been  drafted. 

(1)  For  the  text  of  this  statement,  see  the  report  of  the  Second  Committee  to  the  Assembly  (printed 
on  page  47). 
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-"  May  I  now  be  allowed  to  draw  your  attention  to  the  present  position  in  commerce 
and  in  international  communications?  The  world  war  ended  in  the  victory  of  justice, 
but  it  cannot  be  said  that  either  the  restrictions  imposed  on  international  commerce 
or  the  prohibitions  to  which  the  Members  of  the  League  have  been  obliged  to  have 
recourse  during  the  war  have  been  entirely  eliminated.  This  temporary  policy  of 
restrictions,  imposed  by  war  conditions,  has  even  begun  to  assume  a  certain  cha- 
racter of  permanency. 

"  Moreover,  the  adoption  of  "  most-favoured  nations  "  clauses  in  matters  of  com- 
merce and  navigation,  which  had  become  so  happily  widespread  among  all  nations 
from  the  middle  of  the  nineteenth  century  onwards,  as  well  as  the  policy  of  the  open 
door  and  equality  of  treatment  of  commerce  which  predominated  before  the  war, — 
these  principles,  I  maintain,  have  begun  to  be  less  respected  than  was  the  case  before 
the  war. 

"  It  is  therefore  natural  that  the  Barcelona  Conference  in  connection  with  freedom 
of  communications  and  transit  should  have  thought  it  necessary  to  vote  a  resolution  in 
order  to  draw  the  attention  of  the  Council  to  the  necessity  of  studying  the  question  of 
equitable  treatment  for  commerce  mentioned  in  paragraph  (e)  of  Article  23,  as  well  as 
that  of  freedom  of  communications  and  transit  mentioned  in  the  same  paragraph. 

"  Under  these  circumstances,  the  Japanese  Delegation  has  the  honour  to  submit  to 
the  Committee  the  following  motion,  which  will  be  presented  to  the  Council  as  a 
recommendation  of  the  Assembly. 

"  The  Council  of  tlie  League  of  Nations  is  requested  to  instruct  the  Provisional  Eco- 
nomic and  Financial  Committee  and  the  Advisory  and  Technical  Committee  on  Com- 
munications and  Transit  to  carry  out  a  full  investigation  of  the  subject  of  the  appli- 
cation of  the  principle  of  equitable  treatment  for  commerce  mentioned  in  paragraph  (e) 
of  Article  23  of  the  Covenant  of  the  League  of  Nations  and  to  prepare  and  submit  to 
the  Council  as  soon  as  possible,  at  the  very  latest  before  the  next  Assembly,  a  draft 
general  Convention  applying  the  above-mentioned  principle  of  equitable  treatment 
of  commerce.  " 

M.  Ad  OR  (Switzerland)  seconded  M.  Adatci's  proposal,  but  in  the  first  place  it 
seemed  to  him  that  the  first  part  of  the  draft  recommendation  of  M.  Adatci  should 
be  omitted,  as  the  Council  had  already  taken  a  decision  in  this  matter  ;  and,  in  the  second 
place,  in  order  to  facilitate  the  adoption  of  this  recommendation,  he  considered  that 
it  would  be  preferable  to  substitute  the  word  "  understanding  "  or  "  agreement "  for  the 
expression  "  general  convention,  " 

M.  Adatci  (Japan)  accepted  M.  Ador's  amendments. 

M.  Ferraris  (Italy)  thanked  M.  Ador  for  his  report,  all  the  conclusions  of  which 
he  accepted.  But  he  regretted  that  it  had  not  been  possible  to  assign  to  the  economic 
and  financial  questions  the  primary  importance  to  which  they  were  entitled.  He 
deplored  the  fact  that  better  practical  results  had  not  been  obtained  by  the  Brussels 
Conference,  which  was  an  international  manifestation  of  great  importance,  and  which 
had  had  an  exceedingly  great  influence  in  Italy,  for  example,  and  doubtless  also  in  other 
countries. 

Above  all,  the  question  of  the  exchanges,  which  had  occupied  so  much  attention  at 
Brussels,  so  far  from  having  improved,  had,  on  the  contrary,  steadily  become  more 
acute.  The  present  situation  was  intolerable,  and  must  be  remedied  as  soon  as  possible. 
The  application  of  the  Brussels  resolutions  ought  to  have  been  rigorously  carried  out, 
and  the  organisation  of  the  Economic  and  Financial  Committee  ought  to  have  been 
strengthened.  Since  they  were  dealing  with  the  traffic  in  women  and  children  and 
with  typhus,  ought  they  not  to  devote  at  least  equal  zeal  to  restoring  the  "  financial 
health  "  of  the  world? 

M.  Ferraris  considered  that  the  question  of  the  exchange  should  take  precedence 
of  all  other  international  questions,  however  grave  these  might  be. 

The  Brussels  Conference  had  also  endeavoured  to  find  a  system  of  international 
credits.  The  Ter  Meulen  Scheme,  which  suggested  that  certain  countries  should  proffer 
acceptable  security  as  a  guarantee  in  return  for  the  credits  which  might  be  granted 
to  them,  was  not  applicable  to  Western  Europe.  The  Committee  must  be  asked  to 
ensure  the  application  both  of  the  spirit  and  of  the  letter  of  the  decisions  taken  at 
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Brussels  by  framing  a  system  suitable  to  all    countries.     They  must  labour   uncea- 
singly to  find  a  solution  of  this  problem. 

The  League  of  Nations  must  not  remain  inactive,  faced  as  it  is  by  general  chaos  ; 
on  the  contrary,  it  was  essential  that  all  should  know  that,  realising  the  gravity  of  the 
situation,  it  was  doing  all  in  its  power  to  find  a  solution. 

M.  Ferraris  therefore  proposed  the  following  draft  resolution  : 

"  Having  noted  the  unrelaxing  gravity  of  the  crisis  of  the  exchanges,  as  well 

as  its  dangerous  consequences  to  the  economic  situation  and  to  the  conditions  of 

labour  and  the  existence  of  the  working   classes,    the  Assembly   requests   the 

Council  to  entrust  the  Economic  and  Financial  Committee  with  the  duty  of  noting 

the  practical  application  of  the  resolutions  adopted  by  the  Economic  Conference  of 

Brussels    in   the  various  countries,   and  of  publishing,  at  regular  intervals,  the 

results  obtained,  according  to  the  information  which  will  be  furnished  by  each 

Government,  and  of  studying  the  question  of  extending  the  system  of  international 

credits  to  the  different  situations  in  the  various  countries.  " 

Sir  Hubert  Llewellyn  Smith  (Great  Britain)  did  not  wish  to  give  an  opinion  on 

M.  Ferraris' draft  at  that  juncture,  as  he  wished  to  study  it.     He  regretted  that  the 

resolution  proposed  by  M.  Ador  made  no  mention  of  the  appointment  of  the  technical 

advisers  who  were  to  assist  certain  Governments  with  their  advice  on  economic  and 

financial  matters. 

M.  Ador  had  no  doubt  considered  that  it  was  useless  to  mention  this  fact,  as  the 
Council  had  approved  the  scheme.  But  the  resolution  dealt  with  other  subjects  of 
the  same  kind,  on  which  the  Council  had  also  given  its  opinion,  and  it  would  be  unfor- 
tunate if  the  question  of  the  advisers  alone  were  left  out. 

The  resolution  on  the  question  of  statistics,  which  the  Committee  had  adopted  at 
its  last  meeting,  also  seemed  to  entail  certain  amendments  in  the  report ;  these  could 
be  made  by  the  Secretariat.  But  it  must  be  clearly  pointed  out  that  the  various  bodies 
of  the  League  of  Nations  would  not  undertake  a  scientific  study  of  statistics,  but  would 
nevertheless  be  able  to  undertake  such  investigations  as  they  might  deem  advisable. 

Finally,  Sir  Llewellyn  Smith  asked  whether  M.  Adatci  would  not  accept  the 
following  text  with  regard  to  the  equitable  treatment  of  commerce  : 

"  The  Assembly  notes  that  the  Council  has  already  entrusted  the  Provisional 
Economic  and  Financial  Commission  with  the  duty  of  studying  the  meaning  and 
scope  {le  sens  et  le  but)  of  the  stipulation  of  the  Covenant  bearing  on  the  equitable 
treatment  of  commerce,  and  expresses  the  fervent  hope  that  the  result  of  this  study 
will  be  such  as  to  promote  (promouvoir)  a  general  application  of  this  principle." 

It  would  seem  preferable,  on  the  one  hand,  to  adopt  the  terms  of  paragraph  2  of 
M.  Ador's  draft  resolution  rather  than  the  Council's  resolution,  and,  on  the  other,  not 
to  fix  any  period  for  the  elaboration  of  schemes  for  the  equitable  treatment  of  commerce 

M.  AvRAMoviTCH  (Scrb-Croat-Slovene  State)  thanked  M.  Ador  for  his  remarkable 
report.  He  also  recognised  the  urgent  need  for  assisting  Austria  and  he  highly  appre- 
ciated the  benefits  which  would  result  from  such  action.  But  he  must  respectfully 
point  out  that  a  budget  of  1,574,000  gold  francs  for  the  Provisional  Economic  and  Finan- 
cial Committee  would  never  be  justifiable  if  it  did  not  entail  some  relief  for  all  the. 
Members  of  the  League  as  well  as  for  Austria. 

H  the  League  of  Nations  obtained  satisfactory  results  in  this  matter,  which  was  of 
world-wide  importance,  it  would  demonstrate  the  practical  utility  of  its  existence  ; 
it  would  have  earned  general  gratitude  and  might,  in  consequence,  ask  for  an  increased 
budget. 

M.  Avramovitch  shared  M.  Ferraris'  anxiety  regarding  the  economic  and  financial 
situation  of  the  world,  which  was  growing  worse  day  by  day.  The  words  which  had 
just  been  spoken  were  a  genuine  cry  of  alarm,  and  M.  Avramovitch  felt  it  more  acutely 
from  the  fact  that  he  had  just  had  conversations  with  eminent  financiers,  who  had 
expressed  a  similar  opinion,  and  who  had  even  added  that  the  following  year  would 
be  still  worse,  if  they  could  not  succeed  in  arresting  the  course  of  events.  Under  penalty 
of  losing  its  authority  the  League  of  Nations  must  deal  with  the  question  at  once. 

M.  Avramovitch  understood  no  more  than  the  Italian  Delegate  the  reasons  for  the 
depreciation  of  the  exchanges.     The  credit  which  a  State  enjoyed  in  no   wise  corre- 
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sponded  toitsreal  situation.  He  wished  no  better  example  than  that  of  his  own  country, 
which,  in  spite  of  all  its  wealth,  suffered  from  a  depreciated  currency.  He  denounced 
the  terrible  speculaition  which  was  everywhere  rampant,  a  scourge  worse  than  war 
itself,  which  was  driving  not  only  Europe  but  the  whole  world  to  disaster. 

M.  Avramovitch  also  agreed  with  M.  Ferraris.  He  could  not  accept  the  application 
of  the  Ter  Meulen  Scheme  as  regards  securities,  but  he  vigorously  supported  the  system 
of  international  credits  without  securities,  to  which  the  Italian  Delegate  had  alluded. 
A  world  co-operation  would  thus  be  achieved. 

The  League  of  Nations  ought  to  have  the  candour,  courage  and  energy  essential 
for  securing  an  effective  solution  of  this  problem.  That  was  why  M.  Avramovitch 
supported  M.  Adatci's  proposal.  He  reminded  them  that  in  examining  this  question 
they  must  not  ignore  the  necessity  of  making  use  of  special  qualifications  and  the  prin- 
ciples of  geographical  representation.  An  authority  who  may  be  of  high  competence 
in  the  affairs  of  his  own  country  is  not  necessarily  so  when  another  country,  or  still  more 
when  another  continent,  is  involved. 

M.  Lafontaine  (Belgium),  hke  M. -Ferraris  and  M.  Avramovitch,  found  himself 
unable  to  explain  the  mystery  of  the  exchanges,  but  he  shared  their  suspicions  as  to  the 
"  unseen  imperialism  "  of  finance,  the  power  of  which  was  such  that  it  had  been  able  to 
.silence  the  voices  which  had  been  raised  to  denounce  it. 

The  present  situation  had  been  thoroughly  investigated  by  authorities,  doubtless 
very  able,  but  no  result  had  been  achieved.  The  reason  for  this  failure  was  that  no  one 
had  dared  to  apply  the  radical  measures  which  were  imperative  as  a  remedy  for  the 
new  situation  in  a  world  shaken  to  its  foundations  by  war.  On  the  contrary,  even  these 
countries  which  before  the  war  had  been  free  traders  were  closing  their  frontiers. 

To  overcome  the  difficulty,  the  world  would  have  to  follow  an  entirely  new  path. 
The  debts  arising  from  the  war  ought  to  be  divided  throughout  the  whole  world,  or 
even  cancelled,  as  had  been  suggested  in  the  case  of  America.  Financial  and  economic 
relations  ought  no  longer  to  be  based  upon  competition  but  upon  co-operation.  The 
world,  following  natural  evolution,  was  proceeding  to  a  wider  unity.  The  world  must 
become  one  market  and  attain  universal  Free  Trade. 

On  every  page  of  the  reports  on  these  questions  it  was  said  that  there  was  nothing, 
or  almost  nothing,  to  bo  done.  How  could  a  change  in  legislation,  with  regard  to  bills 
of  exchange,  get  the  world  out  of  her  present  difficulties? 

M.  Lafontaine  was  of  the  opinion  that  the  Economic  and  Financial  Committee 
should  examine  the  possibility  of  applying  solutions  similar  to  those  he  had  just  out- 
lined, unless  public  opinion  were  to  be  forced  to  take  the  view  that  the  Committee  had 
achieved  nothing  whatsoever. 

M.  Ador  (Switzerland),  in  reply  toM.  Ferraris'  remarks  concerning  the  Ter  Meulen 
Scheme,  remarked  that  this  scheme  was  intended  for  a  country  where  financial  condi- 
tions were  particularly  unsound.  The  Financial  Committee  was  now  contemplating 
the  possibility  of  providing  credits  without  asking  guarantees  from  countries  whose 
situation  was  sound. 

For  the  rest,  M.  Ador  supported  Sir  Hubert  Llewellyn  Smith's  proposal. 

Finally,  with  regard  to  M.  Lafontaine's  remarks,  M.  Ador  thought  that  the  pooling 
of  the  debts  of  countries  hard  hit  by  the  war  was  a  political  question  outside  the  com- 
petence of  the  Economic  and  Financial  Committee.  H  the  results  obtained  by  this 
Committee  did  not  appear  satisfactory,  it  was  because  present  circumstances  were  alto- 
gether exceptional. 

The  remedy  would  be  the  resumption  of  normal  conditions  of  economic  life  :  the 
removal  of  barriers,  freedom  of  exchange,  reconciliation  of  the  different  countries,  free 
circulation  of  raw  material  and  improvement  of  the  exchanges.  Above  all,  it  was  impor- 
tant to  avoid  pessimism  and  to  cultivate  self-confidence. 

M.  Ador  proposed  to  proceed  to  a  fresh  drafting  of  the  draft  resolution,  bearing 
in  mind  the  proposals  made  by  MM.  Ferraris,  Adatci,  Avramovitch,  and  Sir  Hubert 
Llewellyn  Smith. 

Sir  George  Perley  (Canada)  proposed,  in  the  sixth  paragraph  of  the  resolution, 
to  replace  the  word  "  particularly  "  by  "  including,  "  since  all  aspects  of  the  problem 
of  raw  materials  were  important. 
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Sir  Henry  Strakosch  (South  Africa)  proposed  that  the  different  Governments 
should  be  asked  to  what  extent  the  resolutions  adopted  by  the  Brussels  Conference  had 
been  put  into  execution.  The  Delegates  who  were  present  could  appeal  to  their 
respective  Governments  to  give  a  reply  with  the  least  possible  delay. 

M.  MoNTARROYOS  (Brazil)  adopted  the  same  point  of  view  as  M.  Avramovitch  and 
M.  Lafontaine.  He  agreed  with  the  proposal  of  Sir  Hubert  Llewellyn  Smith,  and  was 
glad  to  see  that  M.  Adatci  referred  to  the  Barcelona  recommendation  with  regard  to 
the  equitable  treatment  of  commerce,  a  question  which  was  raised  at  Barcelona 
by  the  Brazihan  Delegate,  M.  Demetrio  Ribeiro,  and  to  which  M.  Montarroyos  had 
several  times  drawn  the  attention  of  the  Second  Committee. 

It  was  especially  important  not  to  remain  in  a  condition  of  uncertainty.  He  feared 
that  the  Economic  and  Financial  Committee  did  not  work  on  any  very  definite  method. 
The  study  of  the  problems  had  been  well  carried  out,  but  the  solutions  proposed  seemed 
much  too  theoretical  and  appeared  not  to  take  sufficient  account  of  the  circumstances 
peculiar  to  each  country.  This  must  be  avoided  in  the  future.  M.  Montarroyos  desired 
to  draw  the  attention  of  the  Committee  to  the  fact  that  the  economic  problem  must  be 
regarded  as  a  whole  and  that  there  was  a  close  connection  between  the  question  of  trans- 
port and  that  of  the  equitable  treatment  of  commerce.  M.  Adatci's  proposal  would 
have  made  this  connection  more  evident.  The  question  should  be  considered  by  the 
Economic  and  Financial  Committee  and  by  the  Advisory  Technical  Committee  on 
Communications  and  Transit.  In  order  to  reach  a  practical  solution,  a  mixed  Committee 
might  be  set  up  and  the  object  of  this  Committee  would  be,  not  merely  to  propose  to  the 
Governments  general  solutions  of  a  more  or  less  vague  character ;  it  would  not  only 
have  to  conduct  enquiries  with  regard  to  the  economic  life  of  each  country  and  to 
observe  the  development  of  that  life,  but  also  to  be  in  close  contact  with  all  the 
Governments  in  order  to  ascertain  their  hopes  and  wishes. 

In  this  way  it  might  be  possible,  by  active  efforts,  in  a  really  efficient  manner,  to 
attain  a  result  which  was  useful,  practical  and  realisable.  M.  Montarroyos  asked  that 
a  recommendation  to  this  effect  might  be  inserted  in  M.  Ador's  report. 

M.  Adatci  (Japan)  shared  M.  Montarroyos'  views  on  the  subject  of  the  creation  of 
a  mixed  Committee. 

M.  Hanotaux  (France)  recalled  the  fact  that  it  was  riot  the  first  time  that  discus- 
sions had  arisen  within  the  League  of  Nations  on  the  question  of  equitable  treatment 
of  commerce.  Some  manifested  great  optimism  on  this  subject,  others  were  pessi- 
mistic. M.  Hanotaux  thought  that  sometimes  they  had  gone  to  one  extreme  and  some- 
times to  the  other.  It  was  true  that  since  the  last  Assembly  several  difficulties  had 
grown  worse,  but  other  difficulties,  on  the  contrary,  such  as  the  price  of  coal,  iron,  etc., 
had  improved.  Some  balance  must  be  found  between  the  two  extreme  tendencies. 
Repeated  efforts  in  this  direction  had  been  made  by  the  French  Delegation. 

At  the  present  moment,  the  problem  of  the  exchange  was  certainly  very  distracting 
and  it  was  not  only  those  whose  exchange  had  depreciated  who  were  suffering ;  unem- 
ployment threatened  especially  those  Powers  whose  exchange  was  high.  On  the  other 
hand,  famine,  resulting  partly  from  a  disorganised  transport  system,  prevailed  in 
Eastern  Europe.  It  was  certainly  not  the  moment  for  confining  themselves  to  the 
utterance  of  simple  theories  of  political  economy.  It  had  been  said  that  M.  Ador's 
proposals  gave  the  impression  of  nothing  having  been  achieved.  Could  they  not  be 
rendered  more  efficacious  by  the  adaptation  of  the  amendments  of  MM.  Ferraris,  Adatci 
and  Montarroyos.  As  had  been  said  in  this  very  place,  psychological  elements  played 
a  part.  They  had  brought  about  the  depreciation  of  the  exchange  in  different  coun- 
tries, and  the  case  of  Austria  had  been  quoted.  Fresh  elements  of  the  same  kind 
would  act  with  contrary  effect  and  might  bring  about  a  rehabilitation.  This  should 
be  their  object.  The  Committee  ought  to  find  in  the  proposals  which  had  been  made 
that  day,  especially  in  those  put  forward  by  M.  Montarroyos,  the  best  possible  formulae 
to  that  effect. 

As  regards  the  draft  recommendation  made  by  the  Japanese  Delegation,  M. 
Hanotaux  proposed  that  for  the  words  "  draft  general  Convention  putting  into  appli- 
cation "  should  be  substituted  the  words  "  statement  relative  to  the  means  of  putting 
into  application  ". 
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M.  Hanotaux,  recalling  the  fact  that  the  ideal  was  to  arrive  at  co-operation  by  means 
of  persuasion,  thought  that  the  solution  he  proposed  had  the  merit  of  restoring  the 
balance  between  two  divergent  tendencies,  and  asked  if  they  could  not  arrive  at  an 
agreement. 

He  approved  M.  Ferraris'  proposal,  subject  to  slight  modifications  suggested  by 
M.  Ador's  declarations. 

The  Chairman  summed  up  the  debate  : 

A  certain  number  of  amendments  to  M.  Ador's  resolution  had  been  put  forward. 
He  proposed  that  the  Committee  should  instruct  MM.  Ferraris  (Italy),  Adatci  (Japan), 
Avramovitch  (Serb-Croat-Slovene  State),  Montarroyos  (Brazil),  and  Hanotaux  (France), 
tho  authors  of  these  amendments,  to  prepare  with  M.  Ador  the  final  draft  of  the  report 
and  of  the  resolution. 

The  Committee,  having  exhausted  its  agenda,  would  therefore  hold  no  further 
m;eeting  unless  an  agreement  could  be  arrived  at. 

After  an  exchange  of  opinions,  this  was  decided. 
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Rapporteur  :  M.  Ador, 

Swiss  Representative. 

The  economic  condition  of  the  world  is  still  a  profoundly  disturbed  one.  It  is 
enough  to  recall  the  fact  that  war  still  rages  in  the  Far  East,  where  famine  and  disease 
make  dolorous  progress,  that  great  national  wealth  has  been  destroyed,  and  that  the 
unemployment  crisis  is  becoming  more  acute  in  all  countries. 

If  we  add  to  these  persistent  inflation  and  depreciation  of  the  exchanges,  the 
increase  in  the  public  debts  and  the  maintenance  of  measures  restricting  the  liberty 
of  financial  transactions,  the  difficulties  which  the  Provisional  Financial  and  Economic 
Committee  has  had  to  face  this  year  will  be  understood.  The  Committee  has  none  the 
less  continued  to  give  every  attention  to  the  study  of  the  different  problems  submitted 
to  it  ;  it  has  engaged  in  numerous  enquiries  which  have  been  productive  of  usefu 
information. 

The  result  of  its  labours  is  stated  in  detail  in  the  following  reports  which  have  been 
distributed  to  the  Assembly  : — - 

(1)  The  Council's  report  on  the  work  of  the  Provisional  Economic  and  Financial 
Committee  (pages  54  to  59  of  the  Council's  report,  Document  A.  9). 

(2)  Report  of  the  Committee  on  its  work  during  the  months  of  August  and  Sep- 
tember (Document  A.  95). 

(3)  Report  on  certain  aspects  of  the  problem  of  raw  materials  (Document  A.  112). 
These  important  documents,  to  which  it  is  necessary  to  refer,  make  it  possible 

to  confine  the  present  report  to  a  few  brief  remarks. 

In  reading  these  documents,  it  is  easy  to  note  the  number  and  importance  of  the 
questions  studied  by  the  Provisional  Economic  and  Financial  Committee.  It  lays 
down,  in  the  first  place,  the  necessity  of  applying  the  general  principles  recommended 
by  the  Brussels  Conference  and  notes  with  regret  that  in  many  countries  these  recom- 
mendations have  not  as  yet  been  sufficiently  followed. 

It  urgently  recommends  all  States  to  continue  to  base  their  financial  policy  qn  the, 
principles  laid  down  at  Brussels. 

It  recognises,  on  the  other  hand,  that  the  conditions  in  the  economic  and  financial 
world  are  at  the  present  moment  very  different  from  those  which  were  discussed  at 
the  Brussels  Conference.  At  that  time  there  was  a  great  need  of  raw  materials.  At 
the  present  moment  there  are  no  markets  for  the  disposal  of  products,  the  sale  of  which 
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has  become  more  difficult  owing  to  the  accumulation  of  stocks,  the  fall  in  prices  and 
the  hope  which  purchasers  still  retain  of  being  able  to  obtain  them  at  a  lower  price. 

The  general  fluctuations  in  commercial  relations — a  result  of  the  fall  in  the  exchanges 
— the  restrictive  measures  adopted  in  the  various  countries  with  regard  to  imports  and 
exports,  the  existence  of  powerful  State  monopolies,  all  contribute  to  prevent  the 
return  to  a  normal  basis  for  commercial  dealings  between  the  various  countries,  an 
essential  condition  for  any  improvement  in  the  economic  situation. 

All  these  general  considerations  have  influenced  the  decision  of  the  Committee 
and  have  not  enabled  it  to  formulate  any  definite  resolutions  involving  a  real  and 
effective  remedy  to  a  state  of  affairs  which  is  the  outcome  of  the  war  and  of  the  res- 
trictive measures  which  various  countries  have  thought  fit  to  adopt. 

It  is  certain,  for  instance,  that  the  question  of  currency,  of  the  exchanges,  and  of 
stabilisation,  will  not  be  solved  until  the  general  situation  of  the  world  has  been  pro- 
foundly modified. 

The  instability  of  the  exchanges  is  not  an  evil  inherent  in  the  exchanges  themselves, 
but  results  from  the  general  instability  of  the  economic  and  financial  situation. 

The  evil  cannot  be  remedied  by  resorting  to  remedies  which  bear  on  the  exchanges 
themselves.  Remedies  must  be  applied  to  the  fundamental  causes  of  which  the 
exchanges  are  only  the  external  and  visible  sign. 

The  inflation  of  currency  is  an  important  factor.  Every  time  that  money  is 
increased  beyond  normal  requirements,  it  is  followed  by  serious  disorganisation  of 
the  life  of  the  country,  and  the  internal  purchasing  power  of  this  currency  is 
depreciated. 

Another  result  is  the  increase  in  the  price  of  commodities. 

In  fact,  the  depreciation  in  the  purchasing  power  abroad  of  this  same  currency 
corresponds  to  the  internal  depreciation. 

The  idea  of  stabilising  the  exchanges  by  giving  the  currency  a  lower  value  in  relation 
to  gold  must  be  abandoned. 

The  barriers  which  many  countries  have  raised  hamper  international  trade. 

-The  interdependence  of  the  various  countries  in  their  economic  and  commercial 
relations,  the  necessity  for  freedom  of  trade,  are  the  indispensable  conditions  for  the 
resumption  of  normal  life. 

The  world  is  in  need  of  international  co-operation. 

The  hour  has  come  for  seeking,  with  the  help  of  the  Governments,  to  carry  into 
effect  what  Article  23  of  the  Covenant  so  happily  calls  "  equitable  treatment  for  the 
commerce  of  all  Members  of  the  League. "  The  solution  of  this  problem  is  urgently 
required,  and  it  is  one  which  the  Council  of  the  League  of  Nations  has  requested  the 
Committee  to  solve  without  delay. 

* 

*  * 

One  of  the  principal  matters  dealt  with  by  the  Financial  Committee  has  been  the 
financial  reconstruction  of  Austria. 

MM.  Avenol  and  Gliickstadt  and  Sir  Drummond  Drummond-Fraser  devoted 
themselves  to  this  work  with  a  zeal  which  cannot  be  too  highly  praised. 

Reports  Nos.  1  and  2  show  very  clearly  the  conditions  under  which  it  will  be  pos- 
sible to  come  to  Austria's  assistance  in  the  near  future. 

The  League  of  Nations  is  entitled  to  congratulate  itself  on  having  successfully 
undertaken  the  great  task  of  restoring  the  finances  of  one  of  its  Members,  by  advocating 
the  co-operation  of  nations  in  time  of  peace. 

This  examination  of  international  credits  will  be  continued  in  order  to  enable  all 
countries  to  have  recourse  to  this  means  of  obtaining  temporary  resources  by  offering 
certain  guarantees  to  the  lenders. 

At  the  request  of  the  Council,  the  Financial  Committee  considered  the  financial 
situation  of  the  Free  City  of  Danzig  and  has  entrusted  two  of  its  Members  with  the 
task  of  investigating  this  problem. 

As  regards  the  claims  of  holders  of  bonds,  the  interest  of  which  is  in  arrears,  the 
Committee  has  decided  that  in  principle  it  would  not. consider  claims  in  respect  of 
loans' submitted  to  it  by  associations  or  private  interests,  but,  at  the  same  time,  the 
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Committee  remains  at  the  Council's  disposal  to  answer  any  more  precise  questions 
which  may  be  put  to  it  in  tliis  matter. 

It  has  carefully  •  considered  the  question  of  double  taxation,  and  it  is  of  opinion 
that  this  question  should  be  considered  in  all  its  details  with  a  view  to  concluding  an 
International  Convention  to  settle  this  matter  if  a  Convention  of  this  kind  were 
considered  desirable.     It  will  consult  special  experts  unofficially  on  this  subject. 

The  Committee  further  examined  the  following  questions  : 

Lost,  stolen  or  destroyed  securities. 

Reciprocal  treatment  of  branches  of  foreign  banks. 

The  establishment  of  an  International  Clearing  House. 

It  has  finally  dismissed  the  question  of  finishing  credits,  as  it  considers  that  this 
procedure  no  longer  corresponds  to  economic  needs  and  also  presents  insurmountable 
legal  difiiculties. 

* 
*  * 

The  Economic  Section  has  given  special  attention  to  the  question  of  raw  materials. 
It  has  sent  questionnaires  to  the  various  Governments  with  a  view  to  ascertaining 
the  extent  of  the  requirements  as  regards  these  materials,  the  causes  to  which  the 
difficulties  are  due  and  also  the  consequences  of  monopolies. 

The  replies,  which  were  late  in  arriving  and  which  were  also  incomplete,  have 
nevertheless  made  it  possible  to  ascertain  that  the  needs  in  regard  to  raw  materials 
are  at  present  much  less  than  was  the  case  last  year. 

As  these  replies  no  longer  correspond  to  present  circumstances,  the  Committee 
considers  them  as  an  interesting  scries  of  documents  regarding  wool,  cotton,  coal, 
oil,  minerals  and  cereals,  but  has  been  unable  to  draw  positive  conclusions  from  them. 

The  Committee  urges  the  necessity  of  improving  transport  conditions  throughout 
the  whole  world,  in  order  to  facilitate  the  distribution  of  raw  materials  amongst  the 
various  countries  ;  it  further  lays  stress  on  the  danger  of  commercial  restrictions, 
which  constitute  one  of  the  difficulties  in  the  way  of  supplying  raw  materials. 

In  fact,  the  raw  materials  produced  by  a  country  form,  in  many  cases,  the  condi- 
tions of  the  economic  fife  of  other  States,  and  the  distribution  of  such  materials  should 
not  be  hindered  by  restrictions  or  differentiating  regulations,  nor  should  it  degenerate 
into  methods  of  economic  aggression. 

As  regards  the  effect  of  monopolies,  the  replies  which  have  hitherto  been  received 
do  not  make  it  possible  to  state  the  influence  which  they  have  exercised  on  the  supply 
of  raw  materials  and  foodstuffs. 

The  Committee  is  continuing  its  examination  of  this  subject  and  hopes,  later, 
to  be  able  to  submit  a  report  to  the  Council. 

The  Committee  does  not  consider  that  it  can  reply  at  present  to  the  request  of  the 
Belgian  Government  regarding  the  recognition  of  the  Institute  of  International  Com- 
merce as  the  organ  of  economic  documentation  of  the  League  of  Nations.  Doubtless 
this  office  may,  to  a  certain  extent,  be  considered  as  an  international  official  bureau, 
as  it  was  established  by  the  Inter-Parliamentary  Union  and  is  subsidised  by  17  States  ; 
but  it  does  not  appear  possible  for  the  League  of  Nations  to  consider  its  claim  for 
recognition,  for  the  reasons  stated  in  M.  Ferraris'  report. 

The  Committee  is  of  opinion  that  there  is  no  need  to  summon  a  general  conference 
next  year  for  the  purpose  of  considering  the  leading  financial  and  economic  questions 
as  a  whole. 

The  Committee  considers,  nevertheless,  that  the  Council  should  be  left  full  liberty 
to  summon  small  advisory  conferences  to  deal  with  special  problems. 

The  Committee  does  not  consider  that  the  time  is  ripe  to  convert  the  present 
temporary  organisation  into  a  permanent  economic  and  financial  organisation  ;  it 
therefore  merely  asks  that  its  powers  should  be  confirmed  for  one  year  with  the  idea 
that,  on  the  expiration  of  this  period,  it  will  bo  possible  to  contemplate  the  summoning 
of  a  general  conference  which  will  alone  be  competent  to  give  a  final  opinion  on  the 
economic  and  financial  organisation. 

The  second  Committee  of  the  Assembly  has  taken  note  of  the  work,  summarised 
above,    of  the    Provisional    Economic    and   Financial  Committee,  and  after  having 
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considered  its   results   and   scope,  as  has  been  stated,  proposes  to  the  Assembly  the 
adoption  of  the  following  resolution  (1). 
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EXTRACT  FROM  THE   VERBATIM  RECORD    OF    THE    TWENTY-SECOND 
PLENARY  SESSION  OF  THE  SECOND  ASSEMBLY 

Wednesday,  September  28th,  192L 

Report  of  the  Second  Committee. 

Report  by  the  Council  on  the  Provisional  Economic  and  Financial  Committee. 

The  President  {Translation).  —  The  next  item  on  our  Agenda  is  the  discussion 
of  the  report  submitted  by  Committee  No.  2  on  the  Provisional  Economic  and  Finan- 
cial Commitlce. 

I  call  upon  the  chairman  and  rapporteur  of  Committee  No.  2  to  take  their  places  on 
the  rostrum. 

(M.  Jonnesco,  Chairman,  and  M.  Ador,  Rapporteur,  mounted  the  rostrum.) 

The  President  (Translation).  —  The  rapporteur  will  now  address  the  Assembly. 

M.  Ador,  rapporteur  (Translation).  — ■  Mr.  President,  Ladies  and  Gentlemen  : 
Following  the  example  set  us  yesterday  by  our  distinguished  colleague,  M.  Maggio- 
rino  Ferraris,  an  example  which  appears  to  me  to  have  won  the  unanimous  approval 
of  the  Assembly,  I  propose  to  omit  reading  the  extremely  brief  report  which  Com- 
mittee No.  2  has  asked  me  to  submit  to  you.  (See  Annex  F,  page  47.) 

I  consider  this  all  the  more  necessary  as,  were  I  to  read  this  report,  I  should  have 
to  refer  to  previous  reports  already  issued  by  the  Council  and  circulated  to  the  Assembly, 
which  set  out  in  detail  all  the  work  carried  out  by  the  Provisional  Economic  and 
Financial  Committee  last  year. 

I  think  it  would  be  more  convenient  for  the  Assembly  to  consider  in  order  the 
various  resolutions  which  the  Committee  has  passed,  and  this  procedure  will  allow  the 
rapporteur  to  comment  briefly  upon  them  for  the  purpose  of  making  their  meaning 
quite  clear.     The  resolutions  are,  moreover,  of  a  general  nature. 

If  the  Assembly  approves  this  procedure,  I  shall  immediately  enter  upon  the  exami- 
nation of  thQ  resolutions.  (Assent.) 

The  first  resolution  "  invites  the  Assembly  to  note  with  satisfaction  the  following  deci- 
sions taken  by  the  Council  on  September  iQth  and  2\.st,  1921,  viz.  : — ■ 

"  (1)  The  constitution  of  a  definitive  Economic  and  Financial-  Advisory  Committee, 
as  contemplated  by  the  resolution  of  December  9th,  1920,  on  the  economic  organisation 
of  the  League,  is  not  imperative  during  the  forthcoming  year;  the  Provisional  Economic 
and  Financial  Committee  will  continue  its  work  till  the  next  Assembly,  as  provided  in  the 
Council's  resolution  of  September  I9th,  1921. 

"  (2)  The  Assembly  considers  it  to  be  of  the  greatest  importance  that  the  Provisional 
Economic  and  Financial  Committee  should  carry  out  the  programme  of  work  indicated 
in  the  reports  mentioned  above,  including  the  study  of  the  following  questions:  double 
taxation,  the  monetary  situation,  unfair  competition,  monopolies,  distribution  of  raw. 
materials,  unification  of  legislation  relating  to  bills  of  exchange,  commercial  methods 
designed  to  obviate  the  risks  arising  from  fluctuations  of  the  exchanges." 

That  is  to  say,  we  have  before  us  decisions  taken  by  the  Council  of  the  League,  and 
the  Assembly  has  only  to  note  these  decisions  and  thank  the  Council  for  having  taken 
them. 

(1)  The   text  of  the  rcsolutiuii  will  be  found  uti  page  27. 
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I  should  Jiko  to  remind  you  that, according  to  a  decision  of  October  20th,  1920,  the 
Council  requested  the  Financial  Committee  to  work  out  the  agenda  for  a  future  confe- 
rence and  to  make  proposals  for  the  creation  of  a  definite  organisation. 

The  Committi;e  and  tlie  Council  considered  that  it  would  be  preferable  to  wait 
another  year  before  summoning  a  new  conference. 

Under  the  present  circumstances,  it  would  be  wrong  to  i)ro(luco  the  impression 
that  perfectly  practical  and  satisfactory  solutions  can  be  submitted  immediately  and  it 
would  be  regrettable  to  summon  a  general  conference  for  this  purpose. 

The  Provisional  Economic  and  Financial  Committee  had  resigned  its  powers  to  the 
Council,  considering  that  it  could  not  prolong  its  existence  indefinitely  and  that  it  was 
for  the  Council  to  decide  whether  the  Committee  should  continue  its  work  or  whether 
the  Council,  reserving  the  right  to  modify  its  composition,  should  invite  new  members  to 
participate  in  its  work. 

The  Council  of  the  League  requested  the  Provisional  Economic  and  Financial 
Committe  to  continue  its  duties  for  a  further  period  of  one  jear.  In  view  of  the  fact, 
moreover,  that  the  Committee  had  already  entered  on  the  consideration  of  questions  of 
considerable  importance,  the  Council  considered  that  it  would  not  be  advisable  to  alter 
the  present  composition  of  the  Committee  and  that  it  would  be  preferable  to  allow 
it  to  complete,  as  far  as  possible,  the  work  which  it  had  undertaken  and  upon  which  it 
was  energetically  engaged. 

Accordingly,  the  first  two  resolutions  are  in  the  nature  of  a  record  of  the  Council's 
decision  which  maintains  the  Provisional  Economic  and  Financial  Committee  for  oue 
year  and  invites  it  to  continue  the  work  already  commenced. 

The  third  resolution  is  of  far  greater  significance.     It  runs  as  follows  : 

"  (3)  The  Assembly  notes  that  the  Council  has  requested  the  Provisional  Economic  and 
Financial  Committee  to  consider  and  report  upon  the  meaning  and  scope  of  the  provision 
relating  to  the  equitable  treatment  of  commerce  contained  in  Article  23  (e)  of  the  Covenant. 
Taking  account  of  the  wishes  formulated  by  the  Conference  of  Barcelona,  the  Assembly 
expresses  the  confident  hope  that  the  Committee  will  direct  and  pursue  its  work,  in  co- 
operation with  the  Advisory  and  Technical  Committee  for  Communications  and  Transit, 
in  the  manner  best  calculated  to  facilitate  the  earliest  and  most  general  application  possible 
of  the  principle  in  question.'''' 

As  you  know,  gentlemen,  Article  23  (e)  of  the  Covenant  contains  a  certain  number 
of  provisions  which  may  affect  peace  and  international  relations. 

The  majority  of  the  points  raised  by  the  said  Article  23  have  already  been  studied, 
and  a  great  number  of  them  have  given  rise  to  the  conclusion  of  conventions,  relating, 
in  particular,  to  the  regulation  of  labour  questions,  the  sale  of  drugs  and  other  dange- 
rous products,  to  the  prevention  and  control  of  epidemics  by  the  formation  of  the  Health 
Committee,  to  the  control  of  commerce  and  the  trafiic  inarms  and  munitions,  and  to  the 
freedom  of  communications  and  transit  as  achieved  by  the  work  of  the  Barcelona 
Conference. 

The  third  point  raised  by  Article  23  {e)  has  not  yet  been  examined  ;  I  refer  to  the 
provision  for  equitable  treatment  of  all  Members  of  the  League  in  regard  to 
commerce. 

The  Barcelona  Conference  considered  this  question.  In  considering  the  transport 
question  it  realised  that  it  could  only  be  solved  satisfactorily  if  there  were  equitable 
treatment  of  commerce  between  all  countries.  It  passed  a  recommendation  to  the 
effect  that  this  question  should  be  examined  as  soon  as  possible. 

Moreover,  bur  distinguished  colleague,  M.  Adatci,  the  Japanese  Ambassador,  raised 
the  point  before  the  Committee,  and  the  Council  of  the  League,  to  whom  the  Economic 
and  Financial  Committee  referred  the  question,  expressly  entrusted  the  Committee 
with  the  duty  of  examining  the  intention  and  scope  of  the  provisions  dealing  with  the 
equitable  treatment  of  commerce. 

The  Brussels  Financial  Conference  has  been  too  often  reproached  for  having  confined 
itself  to  vagiieacademic  discussions  of  too  general  a  nature.  Public  opinion  is  at  present 
in  a  state  of  anxiety.  It  demands,  and  very  rightly,  a  rapid  solution  at  the  earhest 
possible  moment  of  the  burning  problems  submitted  to  the  Economic  and  Financial 
Conference  .  at  Brussels. 
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It  must  be  clearly  recognised  tlial  as  long  as  the  general  sitnation  of  the  world 
remains  as  confused  and  disturbed  as  it  is  at  present,  as  long  as  the  economic,  financial 
and  political  situation  of  the  various  States  remains  uncertain  and  unsatisfactory, 
and  as  long  as  many  countries  continue  to  issue  paper  money  to  meet  either  the  interest 
on  loans  or  other  non-productive  expenses,  it  will  l)e  extremely  difficult  to  draw  up 
definite  suggestions  with  a  view  to  the  solution  of  the  chief  problems  submitted  to  the 
consideration  of  the  Provisional  Economic  and  Financial  Committee. 

At  present,  we  are  without  the  very  foundations  of  an  agreement  for  the  stabilisa- 
tion of  exchanges  ;  and  it  is  essential  fortheStales  to  take  steps  for  the  re-establishment 
of  the  situation. 

The  Brussels  Conference  insisted  on  this  point.  It  is  for  the  States  to  decide  to 
what  extent  the  recommendations  made  to  them  can  be  put  into  practice  at  pre^sent. 
When  they  are  put  into  practice  improvement  will  take  place  quite  naturally. 

It  should  be  recognised  that  the  fluctuat  ions  in  exchange,  which  give  rise  to  so  many 
complaints,  are  merely  symptomatic  of  the  general  disturbance  and  instability  of  the 
economic  and  monetary  situation.  Therefore,  if  we  desire  to  improve  the  situation, 
we  must  take  action  in  regard  to  the  causes  of  which  the  exchanges  are  merely  the 
outward  and  visible  sign. 

The  disequilibrium  of  the  exchanges  is  not  an  evil  inherent  in  the  exchanges  them- 
selves ;  it  is  a  result  of  the  causes  which  produce  fluctuations  in  exchange  ;  it  arises 
from  the  geAeral  disorganisation  of  the  economic  and  financial  situation. 

What  are  these  causes? 

The  first  is  monetary  inflation.  It  is  certain  that  if  the  manufacture  of  paper  money 
is  continued  beyond  the  normal  needs  or  for  the  purpose  of  meeting  the  interest  on 
loans,  the  purchasing  power  of  money  will  continue  to  diminish  both  within  the  country 
and  abroad,  producing  a  result  which  is  the  exact  contrary  of  the  result  aimed  at. 

A  further  cause  which  helps  to  maintain  the  present  lack  of  balance  in  exchange  is, 
as  I  think  we  must  agree.  Government  intervention  in  many  spheres  of  activity. 

This  was  necessary  during  the  critical  period  we  have  just  passed  through.  It  was 
indispensable  during  the  war,  and  during  the  years  which  followed  the  war,  that  the 
Governments~should  intervene  to  take  steps  imposing  certain  restrictions  on  the  freedom 
of  commerce.  But  these  measures  of  a  temporary  nature,  justified  by  the  sad  events 
through  which  we  have  just  passed,  should  not  be  prolonged  unduly  in  such  a  way 
as  to  render  the  resumption  of  normal  economic  relations  impossible. 

For  example,  I  would  point  in  particular  to  the  fixing  of  maximum  and  minimum 
prices.  In  many  cases,  according  as  these  prices  were  too  high  or  too  low,  results 
were  arrived  at  which  were  diametrically  opposed  to  those  which  it  was  desired  to 
obtain,  and  production  was  checked  or  diminished  at  a  time  when  the  need  for  it  was 
most  keenly  felt.  These  questions  are  obviously  within  the  province  of  the  various 
Governments.  They  alone  can  take  steps  to  ameliorate  the  situation.  The  first  and 
most  important  of  such  ste])s  is  the  abolition  at  the  earliest  possible  moment  of  the 
restrictions  on,  and  barriers  against,  international  commerce  which  impede  the  exchange 
of  commodities. 

It  is  a  commonplace  to  say  that  the  world  cannot  live  without  the  free  exchange 
of  the  produce  of  labour,  raw  materials  and  manufactured  goods.  These  products  are 
mutually  interdependent  and  rely  entirely  on  each  other.  The  economic  organisation 
of  the  world  is  impossible  without  a  free  exchange  of  goods  and  service  throughout  the 
whole  world,  and  it  is  only  when  these  conditions  are  assured  that  confidence  will  be 
re-awakened.  Then  only  will  the  balance  be  re-established  ;  then  only  will  it  become 
possible  to  reconstitute  the  monetary  system  and  ensure  the  stability  of  the 
exchanges. 

All  these  questions  have  been  clearly  set  before  your  Committee  by  Sir  Henry 
Strakosch,  the  distinguished  chairman  of  the  Financial  Section,  who  spoke  with  an 
authority  and  an  ability  upon  which  it  gives  us  great  pleasure  to  congratulate  him. 

As  his  statement  has  been  recorded,  it  is  at  the  disposal  of  any  Members  of  the 
Assembly  who  may  desire  to  consult  it. 

To  sum  up,  theequitable  treatment  of  commerce  demands  a  return  to  that  mutual 
consideration  of  interests  which  is  indispensable  to  the  economic  weedth  of  the  world 
and  the  removal  at  the  earliest  possible  moment  of  the  restrictions  and  commercial 
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barriers  which  the  war  alone  rendered  necessary.     This  is  the  aim  of  the  third  resolu- 
tion which  we  submit  for  your  approval. 

TJic  fourth  resohition  does  not  require  any  lengthy  explanation.  Tt  deals  with 
the  technical  advisers  whom  the  Council  of  the  League  of  Nations  may  be  authorised 
to  appoint  in  certain  cases.  Professor  Gini,  whose  knowledge  and  ability  have  Jieen 
called  upon,  has  shown  in  a  long  memorandum  that  it  might  ho  advisable  for  certain 
(iovernments  in  a  somewhat  embarrassed  financial  situation  to  have  recourse  to  the 
advice  of  technical  experts.  These  technical  experts  would  only  be  appointed  at 
Ihe  request  of  the  (Tovernments.     The  resolution  has  been  drafted  in  this  sense  : 

"  The  Assembly  mites  that  the Comicil, with  the  advice  of  the  Provisional  Economic 
and  Financial  Committer^  will  entertain  any  application  that  may  he  received  from 
Slates  which  feel  Ihe  need  of  technical  advisers  on  financial  or  economic  adminiMraliony 

The  fifth  resolution  points  out  that  next  year  it  will  not  be  necessary  to  convene  a 
general  conference.  On  the  other  hand  it  leaves  the  Council  free,  if  it  consider  it  neces- 
sary, and  on  the  advice  of  the  Financial  Committee,  to  convene  restricted  consultative 
conferences  for  the  examination  of  special  problems  which  do  not  necessitate  a  large 
conference  such  as  that  of  Brussels. 

The  sixth  and  seventh  resolutions  deal  with  the  financial  assistance  which  it  is 
desired  to  give  to  Austria  and  with  the  question  of  international  credits. 

With  regard  to  Austria,  you  are  all  aware  of  the  great  efforts  made  by  M.  Avenol 
to  set  this  scheme  on  foot ;  we  must  all  recognise  the  ability  and  enthusiasm  which  he 
has  displayed  in  this  task.  As  far  as  the  Austrian  Government  was  concerned, 
M.  Avenol  met  with  the  greatest  goodwill  and  a  very  genuine  desire  to  accede  to  the  views 
laid  before  it,  namely,  that  in  order  to  reconstitute  Austrian  finances,  Austria  herself 
would  have  to  set  an  example  by  showing  a  firm  determination  to  effect  reforms  in  her 
internal  regime. 

It  was  found  that  there  were  numerous  officials  in  Austria  who  were  perfectly 
acquainted  with  the  administrative  affairs  of  their  country,  and  who  willingly 
collaborated  in  considering  the  possibility  of  reducing  the  extent  of  their  services. 
The  Austrian  Parliament  has  passed  important  laws  imposing  fresh  taxation  on  tha 
population  so  as  to  allow,  if  possible,  of  the  reconstitution  of  the  financial  situation  in 
Austria. 

After  a  prolonged  stay  in  Austria,  M.  Avenol  returned  with  th  impression  that 
Vienna  would  long  remain  an  important  centre,  not  only  from  the  roint  of  view  of 
banking  and  business,  but  in  all  other  respects  also.  The  economic  situation  of  Austria 
is  not  desperate.  Her  agricultural  situation  may  be  regarded  as  prosperous.  In  view 
of  the  desire  and  intention  shown  by  Austria  to  improve  her  financial  situation,  there 
is  every  reason  to  seek  to  come  to  her  assistance. 

To  effect  this,  the  so-called  Ter  Meulen  credits  must  be  applied.  These  are  credits 
which  will  be  guaranteed  by  the  pledging  of  certain  assets  specially  assigned  for  the 
payment  of  the  sums  advanced  by  the  lenders. 

Sir  Drummond  Drummond-Fraser,  the  organiser  of  the  system  of  international 
credits,  has  been  several  weeks  in  Austria  and  has  carried  on  an  extremely  active  propa- 
ganda in  all  circles  in  order  that  this  system  of  international  credits  and  Ter  Meulen 
bonds  might  be  thoroughly  understood.  These  bonds  would  be  issued  under  the  con- 
trol of  an  absolutely  impartial  international  organisation,  and  would  not  infringe  upon 
the  sovereignty  of  the  State.  Thus  the  lenders  would  be  assured  that  their  advances 
were  really  being  used  for  the  purpose  intended. 

The  League  of  Nations  is  to  be  congratulated  on  the  strenuous  efforts  it  has  m?ide  to 
come  to  the  financial  assistance  of  one  of  its  Members.  This  is  a  duty  of  solidarity 
which  is  incumbent  on  us  all,  and  we  are  gratified  to  think  that  the  Financial  Committee, 
thanks  to  the  influence  and  activity  of  M.  Avenol,  has  devoted  the  greatest  efforts  to  the 
solution  of  this  problem. 

You  know  that,  in  order  to  arrive  at  this  solution,  we  had  to  obtain  the  consent  of 
the  former  creditors  of  Austria  to  release  the  hens  they  held  on  certain  property  in  the 
country.  This  renunciation  is  at  present  almost  general.  We  are  merely  awaiting  the 
decision  of  the  Government  of  the  United  States,  and  we  trust  that  it  will  be  obtained 
easily  and  without  delay. 
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With  regard  to  tlie  system  of  international  credits  referred  to,  I  would  remind  yon 
that  these  are -credits  opened  on  the  so-called  Tor  Meulcn  system,  which  consists  in  the 
issue  of  bonds  controlled  hy  an  international  commission,  thus  offering  all  requisite 
guarantees.  I  might  add  that  this  scheme,  which  was  somewhat  criticised  at  the 
outset,  is  now  meeting  with  great  sympathy  in  the  banking  world.  Bankers  are 
interested  in  it,  and  it  seems  possible  to  foresee  the  opening  of  extremely  large 
credits.  Sir  Drummond  Drummond-Fraser  has  started,  in  fact,  for  America  in  order 
to  explain  the  Ter  Meulen  scheme,  and  to  find  the  necessary  funds  over  there. 

The  application  of  the  system  of  international  credits  has  a  twofold  aim.  As  I  have 
said,  the  first  object  was  to  endeavour  to  assist  the  process  of  financial  reform  in  the 
countries  which  really  had  need  of  it.  The  second  object,  which  may  be  called  one 
of  reconstruction,  was  to  open  credits  for  countries  desirous  of  carrying  out  by  means  of 
this  money,  undertakings  of  a  really  productive  nature  :  the  re-constitution  of  railways, 
for  example,  or  of  agriculture ;  these  undertakings  may  be  carried  out,  in  any  country, 
whatever  its  financial  situation.  The  Committee  was  also  invited  to  consider  the 
extension  of  this  system  of  international  credits  to  countries  whose  financial  situation 
was  good  ;  such  countries  woidd  not  be  obliged  to  assign  such  important  securities,  but 
they  might  be  glad  to  have  recourse  to  this  system  of  loans  without  being  obliged  to 
issue  further  fiduciary  currency. 

The  seventh  resolution  appeals  to  the  various  Governments,  and  asks  for  their 
views  upon  the  application  of  the  recommendations  of  the  Brussels  Financial  Con- 
ference. We  are  well  aware  that  all  the  Governments  are  not  in  agreement  on  the  appli- 
cation of  all  the  recommendations  of  the  Brussels  Conference,  but  it  is  important  that 
there  shoidd  be  a  clear  understanding  on  the  several  points  of  view  of  the  governments 
in  regard  to  the  practical  solutions  which  may  result  from  the  recommendations  and 
that  tlie  Financial  Committee  should  be  able  to  continue  its  work  on  the  basis  of 
reports  which  may  be  sent  to  it  by  the  various  Governments.  This  is  the  object  of 
the  seventh  resolution. 

The  eighth  resolution  is  concerned  with  the  question  of  raw  materials.  It  runs  as 
follows  : 

"  The  Assembly  commends  to  the  consideration  of  the  Members  of  the  League  the 
general  conclusions  of  the  report  on  certain  aspects  of  the  raw  materials  problem, 
including. those  calling  attention  to  the  effects  that  may  be  produced  on  the  economic 
life  of  other  countries  by  artificial  restrictions  and  duties  on  the  export  of  essential 
raw  materials." 

This  point  was  raised  by  M.  Tittoni  at  Brussels,  and  at  Geneva  during  the  last 
Assembly.  It  was  then  of  great  importance,  for  the  crisis  had  reached  at  that  time 
a  condition  of  gravity  which  is  now  no  longer  the  case.  At  the  present  moment,  the 
price  of  coal  and  iron  and  of  many  raw  materials  has  fallen,  and  raw  materials  are 
also  easier  to  obtain.  In  fact,  we  are  now  faced  with  a  phenomenon  of  an  opposite 
order  ;  producing  countries  have  now  great  difficulty  in  finding  outlets  for  their 
products. 

The  Committee  has  made  a  very  thorough  investigation  of  the  matter.  It  sent 
a  questionnaire  to  all  the  Governments  with  a  view  to  discovering  tlie  extent  and  the 
nature  of  their  requirements,  the  cause  of  the  difficulties,  and  the  reaction  of  monopolies 
on  the  distribution  of  raw  materials. 

The  replies  of  the  Governments  came  slowly,  and  they  were  in  many  respects 
incomplete.  It  might  even  be  said  that,  when  the  Committee  received  them,  they  no 
longer  gave  an  exact  idea  of  the  economic  situation  at  the  moment,  and  that  they  did 
not  really  correspond  to  the  questionnaire. 

The  war  caused  a  quite  abnormal  demand  for  raw  materials,  and  for  certain  semi- 
manufactured products.  There  resulted  considerable  lack  of  balance  between  produc- 
tion and  the  requirements  of  the  consumers  when  there  was  a  shortage  of  transport. 

Producing  countries  have,  of  course,  the  right  to  retain  what  they  require  for  their 
own  needs  ;  but  certain  raw  materials  which  exist  only  in  certain  countries  have  a 
definite  action  on  the  economic  life  of  other  nations,  and  it  is  essential  for  the  latter 
that  the  exchange  of  raw  materials  should  not  be  hindered  by  any  restrictive 
measures. 
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The  Committee's  investigations  into  the  consequences  of  monopolies  and,  of  unfair 
competition  have  not  yet  yielded  conclusive  results. 

The  ninth  and  tenth  resolutions  aim  at  the  facilitation  of  transport,  the  distri- 
bution and  exchange  of  rolling  stock  in  certain  parts  of  Europe,  and  in  connection 
tlierewith,  the  distribution  of  raw  materials. 

These  resolutions  also  relate  to  the  convening  of  the  partial  or  regional  conferences 
contemplated  by  the  Advisory  and  Technical  Committee  on  Transit  for  the  improve- 
ment of  navigable  waterways  and  means  of  transport  in  general  between  the  States 
which  have  specially  suffered  from  the  crisis. 

On  the  whole,  the  resolutions  which  the  Committee  submits  to  the  Assembly  are 
of  a  general  nature.  They  demonstrate  the  activity  of  the  Provisional  Financial 
and  Economic  Committee.  If  I  liave  not  stated  them  more  completely  in  the 
brief  report  which  has  been  circulated,  it  is  because  I  thought  it  would  be  more  inte- 
resting for  the  Assembly  to  hear  the  comments  I  have  ventured  to  make  on  behalf  of 
the  Committee. 

My  conclusion  is  as  follows  :  We  must  make  energetic  efforts  to  induce  the  Govern- 
ments to  restore  commercial  and  economic  relations  to  their  pre-war  situation. 

This  is  a  task  of  undeniable  difficulty  ;  we  are  undoubtedly  passing  through  a 
critical  period,  which  may  yet  last  for  a  considerable  time  ;  but  till  we  return  to  normal 
conditions,  which  imply  interdependence  and  mutual  consideration  of  interests  between 
countries,  as  long  as  steps  are  not  taken  to  facilitate  commercial  relations,  the  exchanges 
and  means  of  transport,  the  countries  will  continue  to  feel  their  present  need,  and  we 
shall  continue  to  see  that  lack  of  financial  stability  and  that  lack  of  balance  in  the 
exchanges,  from  which  the  whole  world  now  suffers  so  greatly. 

I  trust,  gentlemen,  that  the  active  collaboration  of  the  Technical  Committee 
on  Communications  and  Transit,  presided  over  by  our  distinguished  colleague, 
M.  Hanotaux,  with  the  Provisional  Financial  and  Economic  Committee  will  result  in  the 
most  rapid  solution  possible  of  the  important  problems  raised  by  the  question  which 
I  have  just  briefly  summarised.   (Loud  applause.) 

The  President  (Translation).  —  M.  Avramovitch  (Serb-Croat-Slovene  State)  will 
now  address  the  Assembly. 

M.  Avramovitch  (Serb-Croat-SlQvene  State)  (Translation).  —  Mr.  President,  Ladies 
and  Gentlemen,  I  have  not  come  forward  to  criticise  the  very  complete  and  concise 
report  of  the  distinguished  rapporteur,  M.  Ador.  I  would  merely  like  to  emphasise 
certain  points  with  which  he  dealt  and  to  state  my  own  views  on  the  matter. 

In  the  first  place,  I  shall  refer  to  M.  Ador's  report  and  to  comments  made  during 
our  work  in  the  Committee. 

It  is  stated  in  the  report  that  last  year  there  was  a  great  need  of  raw  material,  but 
that  at  present  there  are  not  sufficient  markets  for  the  disposal  of  products.  It  is 
also  stated  that  commercial  barriers  rendered  necessary  by  the  war  should  be  abolished 
and  that  normal  relations  cannot  be  resumed  between  all  countries  before  the  question 
of  the  exchanges  is  settled. 

This  is  quite  accurate,  but  the  converse  is  equally  true  ;  that  is  to  say,  that  it  is  the 
question  of  exchange  which  induces  countries  to  raise  Customs  barriers  in  order  to 
counter  the  effects  of  an  unfavourable  exchange. 

We  have  lately  witnessed  a  further  fall  in  exchanges.  As  long  as  this  situation 
continues,  normal  relations  cannot  be  resumed. 

.Countries  in  a  precarious  economic  situation  are  in  no  way  disposed  to  facilitate 
communications,  but  are  ever  seeking  new  means  of  protecting  their  internal  com- 
merce, by  restricting  more  and  more  their  communications  with  other  countries  ; 
and  the  various  steps  resorted  to  by  such  countries  are  not  always  justifiable. 

It  has  also  been  said  that  the  Ter  Meulen  Scheme  only  applies  to  one  country  which 
is  in  a  particularly  bad  financial  situation.  Permit  me  to  say,  gentlemen,  that  at 
present  the  whole  world  is  in  a  bad  financial  situation,  the  large  countries  as  well  as  the 
small.  I  admit  that  the  Austrian  situation  is  extremely  interesting,  and  we  quite 
agree  that  she  should  be  helped.  The  results  of  such  a  system  will  be  salutary,  not 
only  for  Austria,  ])ut  for  her  neighbours  also,  and  for  the  world  at  larg<>.  Nev<;rthcless, 
if  the  work  of  the  Provisional  Economic  and  Financial  Committee  and  the  allocation 
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of  the  credits  ere  to  be  limited  to  helping  Austria,  I  do  not  think  that  they  will  be 
justified.  In  this  field,  something  rather  more  practical  must  be  done  in  regard  to 
financial  and  economic  relations. 

I  should  now  like  to  say  a  few  words  on  the  Ter  Meulen  Scheme.  I  am  not  in 
favour  of  the  pledging  of  assets,  especially  when  the  assets  are  means  of  transport ; 
for  the  pledging  of  assets  cannot  fail  to  discourage  any  projected  improvements  in  the 
means  of  transport ;  and  countries  which  contemplate  the  possibility  of  making  large 
loans  on  their  own  account  would  perhaps  be  unwilling  to  do  so  when  it  became  their 
duty. 

Permit  me  to  instance  my  own  country— an  orderly  and  industrious  country, 
which  is  putting  forth  every  effort  for  its  reconstruction.  At  present,  appreciating 
the  importance  of  the  vital  question  of  the  improvement  of  transport,  we  have  under- 
taken the  floating  of  an  internal  loan  for  the  reconstruction  of  our  railways  and  means 
of  transport,  which  were  ruthlessly  and  needlessly  destroyed  by  the  requirements 
of  the  war.  Recently,  at  the  time  of  subscription,  there  has  been  an  inflation  of  cur- 
rencies. How  can  the  people  of  a  country  have  confidence  in  a  national  loan  when 
they  observe  an  artificial  depreciation  in  exchanges? 

We  have  been  told  that,  above  all,  we  should  not  be  pessimistic,  but  rather  cultivate 
self-confidence.  This  is  quite  true,  but,  notwithstanding,  we  must  not  lose  sight  of  the 
fact  of  the  unsound  condition  of  various  Slates,  particularly  of  those  which  have 
suffered  from  the  effects  of  the  war.  They  have  been  greatly  weakened  and  have 
need  of  stimulus.  But  how  are  we  to  attain  this  end  if  (as  it  has  been  asserted)  some 
mysterious  and  hidden  influences  hinder  any  action  taken  in  this  respect? 

Therefore,  I  firmly  befieve  that,  if  it  is  desired  to  create  a  feeling  of  mutual  confi- 
dence in  the  world,  based  on  the  co-operation  of  collective  units,  we  must  seek  sojih' 
means  of  finding  international  credits  which  is  based  on  mutual  confidence.  It  has; 
been  said  that  psychology  will  play  a  great  part  in  this  mutual  trust.  This  psycho- 
logical element  will  be  greatly  strengthened  if  the  League  of  Nations,  with  its  high 
authority,  shows  that  it  is  in  a  position  to  inspire  and  bring  about  beneficial  and  practical 
results.  The  League  of  Nations  would  thus  show  that  it  is  not  only  a  theoretical 
instrument,  but  a  practical  instrument,  calculated  to  serve  the  needs  of  the  various 
countries.  It  is  said  that  if  the  results  which  have  been  achieved  by  the  Economic 
and  Financial  Committee  are  not  entirely  satisfactory,  it  is  because  present  circum- 
stances are  absolutely  exceptional.  May  I  venture  to  point  out  that  it  is  precisely 
because  the  circumstances  are  exceptionafiy  difficult  that  we  should  resort  to  cxcej)- 
tionally  effective  and  practical  methods. 

Among  these  methods,  there  is  none  better  than  the  system  of  international 
credits  proposed  by  the  Ter  Meiden  Scheme,  by  the  distinguished  Italian  Delegate, 
M.  Ferraris,  and  also  by  the  Rapporteur  himself,  that  is  to  say,  international  credit 
without  pledges,  but  based  on  mutual  trust  and  co-operation. 

It  is  for  these  reasons,  gentlemen,  that  I  approve  of  the  draft  resolution.  We 
nmst  not  lose  sight  of  the  collaboration  of  qualified  advisers,  qualified  that  is,  not  only 
from  the  point  of  view  of  the  world  in  general,  but  also  from  that  of  the  countries 
concerned  ;  account  should  also  be  taken  of  geogra])liical  representation  and  special 
regional  capacities.  The  countries  which  have  specially  suffered  will  wish  to  be  heard 
ill  this  matter. 

Permit  me,  gentlemen,  to  return  to  a  point  raised  in  the  seventh  resolution.  This 
resolution  states  "  thai  the  Committee  will  carry  on  its  enquiries  from  various  Gweru- 
iiu'iits.  "  I  should  like  to  emphasise  this  point.  I  cannot  understand,  and  probably 
no  one  here  can  understand,  why  this  is  only  addressed  to  Governments  which  are  suffer- 
ing from  the  consequences  of  the  war  as  a  result  of  the  depreciated  exchanges.  The 
whole  world  is  suffering  from  the  question  of  exchange.  It  is  therefore  necessary 
that  the  rich  as  well  as  the  poor  should  be  approached.  The  opposition  between 
poverty  and  wealth,  and  consequently  between  the  various  social  classes,  may  lead 
ultimately  to  disaster  and  a  world  catastrophe. 

It  appears  to  me  that  we  have  three  means  at  our  disposal  to  attain  this  end. 

The  first  of  these  factors,  as  I  have  said  above,  is  practical  action  to  obtain  the 
material  assistance  of  Slates  with  a  favoural^le  exchange  for  the  Stales  whose  exchange 
is  depreciated.     This  is  particularly  a  matter  for  the  Governments. 
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The  second  is  public  opinion.  The  idea  must  be  spread  abroad  that  public  opinion 
should  influence  those  who  desire  to  profit  by  the  present  distress  as  well  as  those  wEo 
are  suffering  from  it. 

The  third  is  the  League  of  Nations.  The  League  should  intervene  by  means  of  its 
moral  influence,  and  I  am  convinced  that  it  will  do  so  and  be  successful  if  it  shows 
goodwill,  courage  and  energy. 

The  best  proof  that  these  resolutions  will  have  good  results  is  the  fortunate  coinci- 
dencj  that  the  chairman  of  the  Economic  and  Financial  Committee  is  at  the  same  time 
the  president  of  the  International  Red  Cross  Society.     I  see  in  this  a  good  omen  ;  for 

Ador  has  fought  against  the  plague  of  epidemics,  rendering  in  this  way  service  to 
tlie  public  health,  and  I  trust  that  he  will  have  equal  success  in  fighting  against  another 
un  versal  plague,  the  plague  of  exchanges  which  threatens  to  overwhelm  us,  and  that 
he  will  be  able  to  bring  remedies  and  restore  health  also  to  the  economic  and  financial 
situation  ct  the  world.  {Loud  applause.) 

.     The  President  (Translation).  —  M.  Maggiorino  Ferraris,  Delegate  of    Italy,    will 
now  address  the  Assembly. 

M.  Maggiorino  Ferraris  (Italy)  (Translation).  —  Gentlemen,  asthe  distinguished 
Rapporteur  reminded  you  just  now,  you  were  so  unanimous  in  your  appreciation  of 
my  silence  yesterday,  that  I  feel  convinced  that  I  shall  not  injurejmy  reputation  by 
addressing  you  to-day. 

Nevertheless,  after  the  summary  given  by  M.  Ador,  the  eminent  chairman  of  our 
Economic  and  Financial  Committee,  and  after  the  statements  of  M.  Avramovitch, 
may  I  briefly  draw  your  attention  to  one  aspect  of  the  economic  situation  of  Europe 
which,  in  my  opinion,  is  extremely  serious,  and  which  may  lead  to  grave  and  even 
dangerous  co  nsequences. 

We  cannot  shut  our  eyes  to  the  fact  that,  after  the  war,  Europe  went  through  and 
is  still  going  through  an  economic  and  social  crisis  ;  the  situation  thus  created,  parti- 
cularly as  a  result  of  the  exchange  question,  has  not  yet  attracted  sufficient  attention 
from  the  various^States  and  Governments,  and  I  would  also  remind  you  that  the 
remedies  proposed  by  the  Supreme  Council  in  London  on  March  8th,  1920,  have  also 
not  yet  been  apphed. 

I  am  glad  to  say  that  the  League  of  Nations,  from  the  very  outset,  has  appreciated 
the  gravity  of  the  economic  problem,  as  was  shown  at  the  first  meeting  of  the  Council 
in  January,  1920  ;  it  was  further  shown  in  London,  at  the  second  meeting  of  the  Council 
in  February  1920,  when,  under  the  presidency  of  Mr.  Balfour,  whom  I  am  dehghtedto 
see  here,  and  with  the  support  of  M.  Bourgeois,  the  presiding  genius  of  the  League,  the 
following  resolution  proposed  by  M.  Hymans  and  myself  was  adopted  : — 

"  The  League  of  Nations  will  convene  an  International  Conference  with  a  view 
to  studying  the  financial  crisis  and  looking  for  the  means  of  remedying  and  miti- 
gating the  dangerous  consequences  arising  from  it.  " 

The  Council's  resolution  related,  that  is  especially,  to  two  points:  the  study  of 
the  causes  of  the  crisis  and  the  study  of  the  means  of  remedying  or,  at  least,  of  miti- 
gating it. 

The  Financial  Conference  entrusted  with  this  programme  of  work  met  at  Brussels 
under  the  presidency  of  our  distinguished  colleague,  M.  Ador. 

In  my  opinion,  the  work  accomplished  by  the  Conference  was  of  the  greatest 
practical  and  scientific  importance,  and  I  think  that  history  will  see  in  the  Brussels 
Conference  the  origin  and  the  basis  of  the  economic  reconstitution  of  Europe..  Unfor- 
tunately, too  short  a  time  has  elapsed  since  the  meeting  of  that  Conference  last  year  for 
the  production  of  any  practical  and  decisive  results. 

To  be  quite  sincere,  may  I  add  that,  since  the  Brussels  Conference,  there  has  not 
been  that  continuous  action  which  was  necessary  in  view  of  the  gravity  of  the  problem 
which  perhaps  threatens  the  prosperity,  if  not,  indeed,  the  peace  of  Europe. 

What  is  our  present  situation?  Three  years  have  elapsed  since  the  armistice, 
and,  considered  from  certain  aspects,  the  economic  situation  is  as  serious  as  ever  it 
was  during  the  war.  There  is  an  improvement  in  two  respects  only  :  the  situation  in 
regard  to  raw  materials  is  more  favourable,  not  only  in  regard  to  quantity,  but  also 
in  regard  to  price  and  distribution.  ^  .  .  :   i 
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I  must  again  thank  the  Council  for  having  authorised  the  publication  of  Professor 
Gini's  extremely  interesting  report  and  annexes,  which  throw  great  light  on  this 
point. 

There  is  also  a  considerable  improvement  in  the  conditions  of  transit,  but  this  is 
still  insufficient,  and  I  venture  to  express  the  sincere  hope  that  the  resolutions  and 
conventions  signed  at  the  Barcelona  Conference,  presided  over  by  our  eminent  colleague 
M.  Hanotaux,  will  be  put  into  practice  as  soon  as  possible,  and  I  also  hope  that  the 
recommendations  proposed  will  bear  fruit. 

In  the  resolutions  which  M.  Ador  has  introduced  to  us,  and  which  we  owe  very 
largely  to  Sir  Hubert  Llewellyn  Smith,  it  is  recognised  there  is  an  absolute  necessity 
for  the  improvement  of  the  conditions  of  transit  and  communication  in  the  countries 
of  Central  and  Eastern  Europe  ;  but,  from  the  point  of  view  of  the  exchanges,  the 
post-war  situation  shows  no  improvement. 

An  extremely  interesting  number  of  the  Monthly  Bulletin  of  Statistics  of  the  League 
of  Nations  has  just  been  published,  and  I  have  pleasure  in  congratulating  the  Secre- 
tariat of  the  League  of  Nations  upon  this  publication,  which  is  an  adequate  completion 
of  the  Bulletin  published  by  the  International  Institute  of  Statistics. 

It  gives  the  rates  of  exchanges  of  nearly  thirty  States  from  the  pre-war  period  down 
to  June  and  July  of  this  year,  and  it  is  regrettable  to  observe  that  these  rates,  far  from 
improving,  are  at  present  actually  less  favourable  than  during  the  war.  I  regret  to 
observe  the  discontinuation,  since  the  armistice,  of  the  agreements  between  the 
Treasuries  of  the  Allied  nations  which  existed  during  the  war  and  of  the  monetary 
agreements  concluded,  especially  between  the  Bank  of  France  and  the  Bank  of 
England. 

We  have  before  us  to-day  two  extremely  serious  phenomena  :  the  exchange  crisis 
and  unemployment.  I  think  it  would  be  regrettable  were  the  Assembly  not  to  devote 
its  attention  to  them  at  a  time  when  the  eyes  of  the  whole  world,  more  especially  of 
the  working  classes,  are  fixed  on  these  two  burning  problems. 

The  Brussels  Financial  Conference  already  foresaw  that  the  disorganisation  of 
commerce  and  of  the  economic  world  would  bring  about  very  serious  results,  both 
from  the  point  of  view  of  the  exchanges  and  from  the  point  of  view  of  the  labour 
situation. 

It  proposed  two  classes  of  remedy :  internal  reform  and  international  co-operation. 

From  the  point  of  view  of  reform  and  internal  action,  the  Brussels  Conference 
addressed  an  appeal  to  all  the  European  Governments  to  improve  their  finances,  to 
reduce  their  fiduciary  circulation,  to  diminish  their  expenditure  on  armaments  and  to 
consolidate  their  floating  debt. 

What  has  Europe  done? 

I  think  it  is  my  duty  to  assure  the  Assembly  that  in  Italy  we  have  given  every 
consideration  to  the  resolutions  of  the  Brussels  Conference.  We  have  suppressed  the 
State  subsidy  on  bread,  which  amounted  to  five  milliards.  We  have  reduced  our 
expenditure  on  the  army  and  navy  and  thus  reduced  our  budgetary  deficit  from  four- 
teen to  about  five  milliards  a  year. 

But,  like  many  other  European  States,  we  have  not  yet  entirely  applied  the  wise 
resolutions  of  the  Brussels  Conference,  which,  in  this  respect,  is  not  responsible  for  the 
failure  which  is  wrongly  attributed  to  its  work.  The  Brussels  Conference  worked  on 
the  assumption  that  henceforth  there  would  be  a  great  movement  of  international 
co-operation  among  the  peoples  ;  the  Conference  was  unanimous  in  believing  that 
national  action  is  not  in  itself  sufficient ;  that  international  co-operation,  of  which 
the  Conference  was  the  first  tangible  manifestation,  should  continue  and  develop. 

How  far  have  we  progressed  in  this  direction?  I  regret  to  observe,  and  I  am  sure 
you  will  agree  with  me,  that  international  co-operation  with  regard  to  commerce  and 
economic  relations  has  never  been  so  weak  as  it  is  at  this  moment.  I  entirely  concur 
in  the  motion  of  the  Japanese  Delegation,  and  of  our  distinguished  colleague,  M.  Adatci, 
for  the  loyal  and  sincere  application  of  Article  23  of  the  Covenant  on  the  equitable 
treatment  of  international  commerce.  The  Provisional  Economic  and  Financial 
Committee  has:  attempted  to  organise  this  international  co-operation  by  the 
Ter  Meulen  Scheme  for  credits  in  exporting  and  importing  countries.  Sir  Henry 
Strakosch  and  M.  Avenol  have  furnished  important  information  on  this  point. 
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It  is  not  for  me  to  criticise  the  Ter  Meulen  Scheme ;  I  would  merely  state,  as  a  very 
short  time  has  elapsed  since  its  inception,  it  has  been  very  little  applied  in  practice, 
and  its  influence  on  international  co-operation  is  almost  negligible.  But  I  must 
thank  the  rapporteur  and  chairman  of  the  Committee  for  having  accepted  the  motion 
of  the  Italian  Delegation  to  the  effect  that  the  Ter  Meulen  Scheme  should  also  be  applied 
to  countries  which  can  answer  for  their  credit,  and  which  would  never  agree  to  give 
pledges  in  kind,  either  railways,  tobacco  or  Customs  duties  in  exchange  for  any  kind 
of  credits. 

I  hope  that — as  M.  Ador  stated— the  Provisional  Committee  will  have  finished 
within  the  next  few  months  the  preparation  of  the  new  scheme  for  international  credits. 

The  present  situation  calls  for  the  careful  consideration  of  the  Assembly.  Out  of 
forty  States,  of  which  thirty-nine  belong  to  the  League  of  Nations,  only  three  have  an 
exchange  which  is  at  par,  ten  have  an  exchange  approximating  to  par,  more  than  a 
dozen  have  an  exchange  half-way  to  par ;  as  for  the  others,  their  exchanges  are  at 
simply  deplorable  rates. 

Before  the  war,  with  the  exception  of  Russia,  these  forty  States  had  a  fiduciary 
circulation  of  about  40  milliard  francs;  to-day  this  circulation  has  reached  480  milliards. 
This  flood  of  paper  money  brings  disturbances  and  confusion  into  all  the  economic 
relations  of  Europe. 

Here  is  a  field  in  which  the  League  of  Nations  might  well  direct  its  activities,  not 
by  limiting  the  independence  or  economic  autonomy  of  peoples,  but  by  exercising 
upon  them  its  force  of  persuasion,  on  which  its  success  mainly  depends. 

The  reconstitution  of  Europe  must  take  place  to-day  according  to  the  principles 
which  England  adopted  as  the  basis  of  her  reconstitution  after  the  Napoleonic  wars  ; 
and  which  France  adopted  after  the  war  of  1870. 

I  have  remained  entirely  faithful  to  the  doctrine  followed  by  the  English  Parliament 
when,  a  century  ago,  the  Bullion   Committee  refused  to  authorise  any  new  issue  of, 
notes,  and  returned  to  the  wise  monetary  principle  of  a  gold  standard,  which   was 
afterwards  introduced  into  France  by  M.  L6on  Say  and-  M.  Rouvier. 

To-day  we  are  in  a  similar  position. 

I  appeal  to  the  united  forces  of  the  Assembly  of  the  League  of  Nations,  for,  in  my 
view,  collective  action  would  be  far  more  effective,  and  the  League  of  Nations,  in 
particular,  would  be  able  to  exercise  a  psychological  influence  which  would  be  an 
important  factor  in  this  connection. 

This  is  a  problem  of  capital  importance  which  involves  the  welfare  of  every  family, 
and,  more  especially,  the  families  of  workers,  for  the  wages  of  workers  are  intimately 
connected  with  the  rate  of  exchange,  as  we  observe  in  Italy,  where  the  price  of  bread 
has  followed  the  variations  of  the  exchange  from  day  to  day. 

If  the  League  of  Nations  would  look  at  the  problem  from  this  point  of  view,  I  am 
sure  that  its  name  would  be  blessed  by  the  suffering  workers  of  humanity.  {Loud 
applause.) 

The  President  (Translation).  —  Mr.  Balfour,  Delegate  of  the  British  Empire, 
will  address  the  Assembly. 

Mr.  Balfour  (Great  Britain).  —  Mr.  President,  I  shall  not  nearly  exhaust  the  ten 
minutes  allotted  to  speakers,  nor,  I  hope,  shall  I  seriously  delay  the  conclusion  of  this 
debate.  The  subject  before  us  is  the  largest  which  can  at  this  moment  occupy  the 
attention  of  the  civilised  world  ;  it  is  also,  I  believe,  the  most  important.  But  I  shal 
best  serve  the  interests  of  this  discussion  if  I  concentrate  myself  upon  one  of  the  most 
serious,  but  also  one  of  the  simplest,  of  the  problems  with  which  the  report  deals. 
I  refer  to  the  sixth  resolution  : 

"  The  Assembly  regrets  that  the  work  of  the  reconstruction  of  the  finances  of  Austria, 
in  which  the  Provisional  Economic  and  Financial  Committee  has  been  called  upon  to 
co-operate,  should  have  been  delayed  for  reasons  which  it  hopes  will  shortly  be  removed. " 

There  is  no  problem  connected  with  Middle  Europe  and,  through  Middle  Europe, 
"with  the  whole  economic  condition  of  the  world — there  is  no  problem  more  pressing 
than  that  of  Austria.  There  is  no  problem  in  which  the  Powers  have  shown  themselves 
more  deeply  interested.  The  Government  for  which  I  have  the  honour  to  speak, 
working  with  the  French,  with  the  Italians  and  with  a  large  number  of  other  Powers 
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concerned  with  the  condition  of  Austria,  have  done,  and  are  doing,  their  very  best  to 
bring  Austria  back  to  something  like  normal  financial  and  economic  conditions.  It 
is  not  too  much  to  say  that  every  country  whose  constitution  permits  it  has  released 
the  hens  which  stand  in  the  way  of  banking  facilities  in  Austria.  The  one  exception  is, 
unfortunately,  the  great  and  powerful  United  States  of  America,  and  there,  if  the 
information  which  reaches  me  be  correct,  there  is  no  want  of  sympathy,  no  falHng  off 
in  the  desire,  actively  and  efficiently,  to  help  the  economic  condition  of  Austria  and  the 
adjacent  countries,  but  by  it's  constitution  rapidity  of  action  in  this  particular  is  for 
the  moment  delayed.  That  will  come  to  an  end,  and  in  the  meanwhile  I  earnestly 
hope  that  those  who  are  responsible  in  Austria  for  maintaining  the  banking  system,  upon 
which  the  prosperity  of  that  part  of  the  world  must  very  largely  depend,  who  are 
endeavouring  to  improve  the  manufacturing  and  economic  output — I  hope  they  will 
not  lose  heart  because  of  the  delays  which  have  occurred. 

I  can  only  speak  for  my  own  Government,  but  they  are  clearly  of  opinion  that  the 
Austrian  situation  is  the  key  to  much  of  the  economic  difficulty  from  which  Middle 
Europe,  and  through  Middle  Europe  the  whole  system  of  inter-related  States,  suffers. 
They  are  most  anxious  to  do  what  they  can,  and  they  would,  I  am  sure,  re-echo  the 
views  which  I  have  expressed.  They  would  say  with  me  that  they  trust  the  Austrian 
authorities  will  continue  in  the  efforts  they  are  making  for  national  economy,  and 
that  in  the  meanwhile  all  those  who  can  do  so  will  aid  in  maintaining  Austrian  credit 
and  helping  Austrian  commerce.  That  appeal,  for  what  it  is  worth,  is  extended  not 
merely  to  the  States  near  or  far  from  Austria  who  have  financial  relations  with  her. 
It  is  in  particular  addressed  to  her  near  neighbours  with  whom,  by  the  mere  fact  of 
geographical  proximity,  her  economic  life  must  be  so  closely  bound  up.  Let  them 
remember,  if  they  will,  that  their  economic  interests  are  not  separated,  are  not  divided 
by  frontiers,  and  do  not  depend  upon  difference  of  race  or  difference  of  language. 
These  differences  must  be  transcended  if  Middle  Europe  is  to  regain  her  ancient  pros- 
perity, and  I  would  appeal  to  every  State,  whether  connected  financially  or  not  with 
the  Austrian  Repubhc,  to  free  the  barriers,  as  far  as  may  be,  which  limit  economic 
industry,  and  assist,  as  far  as  may  be,  everything  which  can  add  stability  to  credit. 
In  so  doing  they  will  not  merely  help  one  of  the  States  with  whom  thjy  must 
always  live  in  proximity,  and  I  hope  always  in  amity,  but  they  will  do  something, 
and  something  very  material,  to  deal  with  the  great  misfortune  with  which  the  world 
is  at  this  moment  confronted — the  misfortune  of  the  utter  collapse  of  the  monetary 
system,  the  manufacturing  system,  and  the  whole  economic  life  of  the  world,  on 
which,  after  all,  its  civilisation  ultimately  and  fundamentally  depends.  (Applause.) 

The  President  (Translation).  —  M.  Gabriel  Hanotaux,  Delegate  of  France,  will 
address  the  Assembly. 

M.  Gabriel  Hanotaux  (France)  (Translation).  — Mr.  President,  Ladies  and  Gentle- 
men, the  French  Delegation  gladly  associates  itself  with  the  remarks  of  Mr.  Balfour 
with  regard  to  the  sixth  resolution  submitted  to  the  Assembly. 

We,  too,  think  that  the  reconstitution  of  Austrian  finances  would  be  a  first  step, 
and  an  extremely  important  one,  towards  the  general  reconstitution  of  Europe  after  the 
great  crisis  through  which  it  has  just  passed. 

The  French  Delegation,  or,  I  should  say,  the  French  Government,  has  shown  the 
importance  which  it  attaches  to  this  question  by  entrusting  its  investigation  to  a  man 
whose  remarkable  work  has  won  universal  approval — I  mean  M.  Avenol. 

We  shall  continue  to  act  with  the  same  purpose  in  view,  and  to  endeavour  to  over- 
come the  factors — not  dependent  upon  human  goodwill — which  impede  the  execution 
of  the  recommendation  and  the  resolution  which  we  have  entrusted  to  M.  Avenol  to 
set  on  foot  and  execute. 

We  have  the  greatest  confidence  that  these  obstacles  are  in  fact  disappearing. 

It  would  be  a  good  thing  if,  as  Mr.  Balfour  has  just  suggested,  the  Assembly  of  the 
League  of  Nations  were  to  show  its  earnest  desire  to  witness  the  disappearance  of 
these  delays  at  the  earliest  possible  moment,  so  that  Austria  may  obtain  the  results 
which  we  all  desire. 

May  I,  gentlemen,  add  a  few  remarks  to  those  made  by  our  distinguished  colleague,, 
M.  Avramovitch,  and  my  excellent  friend,  M.  Maggiorino  Ferraris? 
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You  have  noticed  that  there  are  two  elements  in  the  motion  submitted  to  you, 
with  regard  to  the  starting-point  of  the  Committee's  work. 

These  new  proposals  are  to  be  found  in  paragraphs  3  and  7.  We  were  extremely 
concerned  in  the  Committee  by  the  general  anxiety  which  exists  at  the  present  moment 
in  regard  to  the  difficulty  of  transacting  business.  As  M.  Maggiorino  Ferraris  stated, 
it  cannot  be  denied  that,  after  the  lapse  of  several  years,  certain  symptoms  of  improve- 
ment, which  seemed  to  become  manifest  in  the  first  months  which  followed  the  crisis 
itself,  appear  at  present  to  be  diminishing,  or  even  disappearing.  This  certainly  affords 
ground  for  anxiety. 

Fortunately  we  can  approach  these  matters  to-day  with  considerably  more  ease  and 
freedom  of  opinion,  because  with  regard  to  the  subject  which  gave  rise  to  heated — ^I 
was  about  to  say,  rather  painful — discussions,  the  question  of  raw  materials,  an  un- 
doubted improvement  has  taken  place  since  last  year.  ' 

I  think  we  may  say  that  this  delicate  and  painful  question  has  been  averted,  to  a 
certain  extent,  for  the  moment.  With  regard  to  the  price  of  coal,  of  iron  and  other 
raw  materials,  the  balance  tends  to  re-establish  itself  in  so  satisfactory  a  manner  that 
we  need  no  longer  concern  ourselves  with  this  difficulty,  and  we  can  allow  it  to  adjust 
itself  by  normal  and  natural  means. 

But  we  must  admit  that  there  are  other  points  with  regard  to  which  an  improve- 
ment has  not  taken  place  in  such  a  marked  and  satisfactory  manner. 

The  question  of  exchanges  was  quite  rightly  raised  just  now.  On  this  point,  the 
economists,  the  most  distinguished  of  whom  in  ability,  sincerity  and  authority,  is 
M.  Maggiorino  Ferraris,  are  reduced  to  confessing  that  they  do  not  see  any  way  out 
of  the  darkness.  It  is  clear  that  many  forms  of  action,  the  efficacy  of  which  appeared 
beyond  doubt,  before  the  great  economic  crisis  which  followed  the  war,  to-day  do  not 
appear  to  yield  the  results  which  might  have  been  expected  in  view  of  the  firm  convic- 
tion with  which  they  were  formerly  supported. 

Economic  laws,  the  law  of  supply  and  demand,  the  law  of  order,  appear  to 
be  seriously  disturbed.  I  do  not  wish  to  offer  criticism  ;  I  admit  frankly  that  I  am 
not  competent  to  do  so.  But  all,  even  the  most  competent,  agree  that  we  are  in  the 
dark,  without  sense  of  our  direction. 

The  fact  that  these  laws  are  more  or  less  either  contradicted  or  considerably 
strained  by  events  is  already  a  sufficiently  disturbing  element. 

But  there  is  another  still  more  serious  aspect  :  there  are  not  only  theoretic,  there 
are  also  practical  results  ;  and  we  see  around  us  the  serious  consequences  which  arise 
largely  as  a  result  of  economic  difficulties,  as,  for  example,  unemployment  in  countries 
with  a  high  rate  of  exchange. 

No  one  can  deny  that  the  unemployment  crisis  is  assuming  extremely  alarming  pro- 
portions. I  should  not  like  to  say,  as  Mirabeau  said  at  another  crisis,  that  famine 
is  at  the  door,  but  nevertheless  famine  is  in  Europe. 

All  these  events  are  undoubtedly  the  outcome  of  the  general  economic  upheaval 
which  has  taken  place,  and  it  is  with  a  view  of  bringing  the  enlightened  wisdom  of  the 
League  of  Nations  to  bear  on  these  problems  that  two  motions  were  added  to  the 
suggestions  of  the  Committee. 

One  of  these  resolutions,  the  third,  runs  as  follows  : 

"  The  Assembly  notes  that  the  Council  has  requested  the  Provisional  Economic  and 
Financial  Committee  to  consider  and  report  upon  the  meaning  and  scope  of  the  pro- 
vision relating  to  the  equitable  treatment  of  commerce  contained  in  Article  23  (e)  of 
the  Covenant.  Taking  account  of  the  wishes  formulated  by  the  Conference  of  Barce- 
lona., the  Assembly  expresses  the  confident  hope  that  the  Committee  will  direct  and 
pursue  its  work,  in  co-operation  with  the  Advisory  and  Technical  Committee  for 
Communications  and  Transit,  in  the  manner  best  calculated  to  facilitate  the  earliest 
and  most  general  application  possible  of  the  principle  in  question.'''' 

You  see  that  in  this  resolution  two  recommendations  are  combined  :  that  of  the 
Committee  and  that  of  the  Barcelona  Conference.  This  is  of  capital  importance, 
because  it  really  means  that  economic  questions  should  be  really  combined  with 
questions  of  transport.  Indeed,  it  is  no  use  for  us  to  draw  up  conventions  which  we 
have  every  reason  to  consider  excellent  because  we  have  voted  them  ;  in  questions^of 
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transport,  if  there  is  nothing  to  transport,  the  best  conventions  in  the  world  will  be 
of  no  avail. 

You  must  have  transport  to  effect  exchange  of  goods.  I  have  already  said  in 
the  Committee,  and  I  repeat  my  statement  to  the  Assembly,  that,  possibly,  the  ques- 
tion of  famine  is  a  question  of  transport,  and  that  consequently,  by  destroying  the 
instrument  of  transport — as  our  information  leads  us  to  believe— commercial  exchange 
became  impossible,  food  could  no  longer  be  transported  and  famine  necessarily 
followed. 

Therefore  we  would  ask  you  that  this  question  of  transport,  which  is  of  such  great 
importance  and  which  transcends  by  far  the  discussions  we  are  holding  at  present, 
since  it  concerns  the  whole  of  humanity  and  the  well-being  of  the  universe,  should  be 
closely  connected  with  that  of  equitable  treatment. 

What  do  these  words  "  equitable  treatment "  mean,  and  why  were  they  inserted 
in  the  Covenant  ?  They  mean  that,  in  economic  questions,  the  countries  should  come 
to  understandings  and  to  agreements.  We  have  not  two  contradictory  principles 
before  us  ;  it  is  not  a  question  of  protectionists  on  the  one  hand  and  the  partisans 
of  unrestricted  trade  on  the  other.  Principles  must  yield  to  realities.  This  means 
that,  as  soon  as  possible,  direct  negotiations  on  this  question  should  take  place 
between  the  various  States  or  under  the  ajgis  of  the  League  of  Nations  ;  the  nations 
should  be  induced  to  approach  each  other,  not  to  remain  shut  up  at  home,  but,  on 
the  contrary,  to  combine  in  seeking  the  means  of  averting  catastrophes  which 
perhaps  threaten  the  whole  of  humanity  ;  I  am,  in  fact,  only  repeating  the  words 
used  by  M.  Maggiorino  Ferraris,  who  could  not  hide  his  anxiety.  This  anxiety  is 
justified,  but  it  is  possible,  nevertheless,  that  an  improvement  in  the  present  situation 
might  be  arrived  at  by  conversations,  negotiations  and  reasonable  exchange  of  views. 
Now,  there  was  no  question  of  all  this  in  the  former  proposals.  Perhaps  there  was 
a  certain  gap  in  the  work  of  our  Provisional  Economic  and  Financial  Committee  ;  w 
should  hke  to  see  it  enter  upon  some  practical  realisations  by  combining  their  pro- 
posals with  the  consideration  of  the  transport  conventions  as  voted  by  the  Barcelona 
Conference. 

This  is  the  first  point. 

I  come  to  the  second  point  :  this  is  Article  7,  of  which  my  friend  M.  Maggiorino 
Ferraris  has  spoken,  and  to  which  I  should  like  to  add  a  few  words  in  order  to  make 
it  quite  clear. 

It  calls  upon  the  same  Committee  to  carry  on  urgently  its  enquiries  from  various 
Governments  as  to  the  measures  taken  to  ensure  the  application  of  the  resolutions  of 
the  Brussels  Conference.  This  paragraph  further  calls  for  the  investigation  of  all  prac- 
tical proposals  which  may  be  made  for  the  speediest  possible  application  of  these 
resolutions. 

What  we  are  now  asking  is  that  a  further  step  should  be  taken.  It  is  not  enough 
to  Gxpovmd  doctrines,  to  proceed  with  theoretical  investigations ;  we  should  like  to  see, 
at  least,  draft  resolutions  for  practical  application.  We  should  like  to  see  a  general 
committee  set  up  for  this  purpose  within|jthe  Secretariat,  under  the  authority  and  con- 
trol of  the  Provisional  Economic  and  Financial  Committee,  which  would  deal,  from 
now  on,  with  these  questions  of  exchange. 

We  have  been  told  that  we  are  wandering  in  the  dark.  What  is  the  remedy  for 
darkness  ?  Surely  it  is  light,  there  is  no  other.  We  want  to  have  light  ;  we  would  like 
to  know  how  it  comes  about  that  the  rates  of  exchange  rise  or  fall  by  five  or  eight  points 
from  one  week  to  another  without  there  being,  nevertheless,  any  real  change  in  the 
wealth  of  countries  concerned  in  these  strange  fluctuations. 

In  the  debate  on  Austria,  M.  Avenol  said  some  time  ago  that,  ever  since  delays 
had  arisen  in  the  assistance  which  Europe  proposed  to  give  Austria,  the  price  of  the 
crown  had  steadily  fallen.  Why?  Austria  had  not  lost  any  real  resources  of  the  kind 
alluded  to  just  now.  It  is  quite  clear  that  psychological  factors  come  into  play  and 
may  be  working  in  the  background,  but  if  we  follow  them  with  attention,  if  we  watch 
them,  and  if  we  control  them,  above  all,  if  we  know  about  them  and  have  definite, 
clear  and  positive  information,  we  shall  make  much-  progress  in  our  knowledge  of 
what  I  might  call  the  psychology  of  exchanges,  and  we  shall  have  done  our  best  to 
effect  an  improvement. 
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We  were  told  some  time  ago  that,  as  a  result  of  a  simple  reform  carried  out  in 
Italian  finance,  the  Italian  exchange  (I  am  speaking  of  the  period  before  the  war) 
rose  suddenly  from  five  to  eight  points.  It  is  obvious  that  Italian  wealth  did  not 
improve  to  that  extent  in  the  course  of  a  fortnight  ;  but  the  exchange  rose  because 
there  was  no  longer  obscurity,  and  it  was  possible  to  go  forward  and  to  speculate 
on  an  improvement  and  a  rise. 

These,  then,  are  the  motions  which  have  been  made.     We  should  like  to  see  this 
work,  which  will  be  carried  on  for  the  League  of  Nations  by  its  technical  organisations 
contribute  more  and  more  to  our  real  object,  which  is  (if  I  may  repeat  the  expression 
which  I  have  already  used  in  this  Assembly)  to  arrive  at  co-operation  by  persuasion. 
(Applause.) 

The  President  (Translation).  ■ —  M.  Mensdorff,  Delegate  of  Austria,  will  now 
address  the  Assembly. 

M.  Mensdorff  (Austria)  (Translation).  — I  shall  trespass  only  for  a  few  moments 
on  the  attention  of  the  Assembly,  but  I  cannot  pass  over  the  eloquent  speeches 
delivered  by  Mr.  Balfour  and  M.  Hanotaux  without  thanking  my  distinguished  col- 
leagues for  the  words  of  encouragement  they  have  spoken  from  this  rostrum,  and 
which  are  bound  to  exert  a  great  influence  in  my  country. 

I  cannot  imagine  anything  better  calculated  to  restore  that  confidence  which 
has  been  undeniably  somewhat  shaken  by  the  delay  in  the  putting  into  execution  of  the 
■credit  scheme,  than  these  speeches  by  Mr.  Balfour  and  M.  Hanotaux. 

In  particular,  I  must  thank  the  ,head  of  the  British  Delegation  for  the  eloquent 
appeal  he  made  to  the  countries  which  are  the  neighbours  of  Austria.  He  spoke  with 
great  authority  and  he  was  perfectly  right  when  he  said  that  the  question  of  Aiistrian 
credit  was  a  problem  which  not  only  interested  Austria,  but  that  all  the  States  which 
were  neighbours  of  Austria,  and  even  other  States,  were  bound  to  sufTer  from  the  dis- 
organisation of  the  financial  situation  of  our  country. 

Mr.  Balfour  appealed,  above  all,  to  the  countries  which  are  the  neighbours  of  Austria* 
He  wished  them  to  appreciate  how  necessary  it  is  to  renew  satisfactory  commercial 
and  economic  relations  with  Austria.  I  think  I  may  say  that  my  Government  and  the 
public  opinion  of  my  country  are  absolutely  convinced  of  this  necessity,  that  they  are 
extremely  desirous  to  resume  all  commercial  and  economic  relations  and  the  conside- 
ration of  the  question  of  transit  and  other  questions  with  the  adjacent  countries  with 
whom  we  have  been  united  by  an  intercourse  of  many  centuries. 

M.  Hanotaux  was  quite  right  in  speaking  of  what  he  called  the  psychological 
moment.  I  completely  share  his  views,  and  I  am  convinced  that  the  speech  he  made 
here  will  encourage  those  whose  confidence  has  been  somewhat  shaken  of  late. 

I  hope  that  our  people  will  find  the  means  for  their  financial  recovery,  not  only 
in  their  own  recuperative  faculties,  but  also  in  the  assistance  which  will  come  to  them 
from  abroad. 

The  news  that  the  credits  will  be  no  longer  delayed  will  produce  an  excellent  effect. 

We  have  just  heard  many  interesting  remarks  made  from  this  rostrum  on  the 
question  of  exchange.  This  is  a  painful  problem  for  everyone  at  the  present,  but 
especially  for  Austria,  which  is  suffering  in  this  respect  more  cruelly  than  any  other 
country. 

I  should  once  more  like  to  express  my  gratitude  to  the  representatives  of  the 
British  Empire  and  France  for  the  encouraging  words  they  have  spoken  here.  I  can 
assure  them  that  the  sympathy  they  have  manifested  for  my  country  will  be  a  great 
comfort,  and  will  help  it  to  carry  to  a  successful  conclusion  the  measures  oh  which  it» 
economic  and  financial  future  depends.  (Applause.) 

The  President  (Translation).  — -  Does  any  Member  wish  to  speak? 
As  no  one  wishes  to  speak,  the  discussion  is  closed. 

I  put  to  the  vote  the  following  resolutions :  (For  text  of  resolutions,  see  Docu- 
ment 5,  p.  28.) 

The  Resolutions  were  carried  unsmimbusly. 


PART  II. 
Raw  Materials  Problem. 
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REPORT  TO  THE  COUNCIL  ON  CERTAIN  ASPECTS  OF  THE  RAW 
MATERIALS  PROBLEM  BY  THE  ECONOMIC  SECTION  OF  THE 
PROVISIONAL  ECONOMIC  AND   FINANCIAL  COMMITTEE. 

By  resolution  of  the  Council  dated  October  27th,  1920,  the  Economic  Section  of 
the  Provisional  Economic  and  Financial  Committee  were  directed  to  make  an  enquiry 
and  report,  the  nature  and  scope  of  which  were  defined  by  the  resolution  in  the  following 
terms  : — 

"  The  Council  has  fully  considered  the  difficulties  experienced  by  numerous 
countries  in  assuring  the  import  of  raw  materials  essential  to  their  welfare  and 
even  to  their  existence,  and  has  requested  the  Economic  Section  of  the  Provisional 
Economic  and  Financial  Committee  to  study  : 

"  (a)  The  extent  and  nature  of  these  requirements  ; 

"  (b)  Tiie  causes  of  these  difficulties  (other  than  those  arising  from  lack  of 
credit  or  fluctuation  in  the  rate  of  exchange,  which  have  already  been  considered 
by  the  Brussels  Financial  Conference) ;  the  effects  of  the  existence  of  monopohes 
will  be  very  specially  considered. 

"  The  Council  invites  the  Committee  to  submit  to  it,  at  the  earliest  possible 
moment,  a  report  on  the  results  of  its  enquiry,  a  report  wliich  is  indispensable 
for  the  further  deliberations  of  the  International  Economic  and  Financial  Con- 
ference." 

The  Economic  Section  at  once  endeavoured  to  obtain  from  the  Governments  of  the 
various  States  Members  of  the  League,  and  also  from  certain  important  non-Members, 
the  necessary  data  to  enable  them  to  furnish  a  report  of  -the  nature  desired  by  the 
Council.  In  particular,  we  sought  information  as  to  the  existing  and  pre-war  statistical 
position  as  regards  certain  specified  raw  materials  and  the  estimated  requirements  of 
each  country  with  regard  to  each  of  these  materials  during  the  ensuing  year.  We  also 
made  specific  enquiries  as  to  the  effect  of  monopolies  in  causing  difficulties  of  supply, 
and  also  as  to  the  legislative  regime  prevailing  in  each  of  the  countries  with  respect 
to  restrictions  on  export  and  import,  and  the  powers,  if  any,  possessed  by  the  various 
Governments  or  Courts  of  Justice  to  restrain  abuses  arising  from  monopoHstic  action. 
Such  replies  as  have  been  received  to  these  enquiries  have  been  carefully  examined, 
and  the  results  so  obtained  have  been  supplemented  by  a  mass  of  valuable  material 
furnished  to  us  by  the  Secretariat,  based  partly  on  an  examination  of  documents  the 
collection  of  which  it  had  entrusted  to  experts  and  partly  on  personal  investigation 
carried  out  in  certain  countries.  These  supplementary  enquiries  were  carried  out  by 
Professor  Gini,  and  the  Economic  Section  desire  to  express  their  great  indebtedness  to 
Professor  Gini  and  his  collaborators  for  the  very  valuable  assistance  which  they  have 
given  to  them  in  the  prosecution  of  their  enquiry  (1). 

(1)  Noic  by  the  Secretaria:—Pcotesi>r  OIni's  report,  and  the  statislrcal  statemenis  on  cotton,  wocl,  coal, 
fertilisers,  elc,  prepared  under  his  directii  n,  are  being  published  separately  on  the  scientific  responsibility  of 
!he  author. 
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The  Economic  Section  interpret  the  intention  of  the  Council  to  be  that  their  enquiry 
should  refer  primarily  to  the  abnormal  conditions  prevalent  at  or  about  the  time  when" 
the  Council's  resolution  was  passed.  It  is  obvious  that  a  detailed  economic  investi- 
gation of  the  requirements  of  all  countries  in  respect  of  raw  materials  and  of  the  factors 
which  might  cause  difBculties  in  the  supply  or  demand  of  such  materials  under  every 
conceivable  condition  would  be  a  task  of  enormous  magnitude  which  would  occupy 
much  time  and  which  could  lead  to  no  immediate  practical  result. 

We  have  therefore,  in  the  first  place,  endeavoured  to  ascertain  the  position  at  the 
beginning  of  1921.  It  is,  however,  matter  of  common  knowledge  that  since  that  date 
the  whole  economic  situation  of  the  world  has  been  revolutionised.  Putting  aside 
difTicullios  of  credit  and  exchange  which  are  expressly  excluded  from  our  reference,  the 
outstanding  factor  as  regards  raw  materials  is  no  longer  the  difficulty  experienced  by 
consuming  countries  in  securing  supplies,  but  the  difficulty  experienced  by  producing 
countries  in  finding  outlets  for  their  products. 

The  deficiency  of  supplies,  which  was  the  dominant  feature  of  the  period  when  the 
regime  of  control  and  restrictions  prevailed,  was  followed  by  a  deficiency  of  demand 
at  the  time  when  that  regime  came  to  an  end.  The  return  of  freedom  has  in  fact 
contributed  to  the  fall  of  prices,  w^hich  in  the  case  of  several  important  raw  materials 
have  returned  to  the  level  of  the  prices  of  1914,  expressed  in  dollars.  Moreover,  conges- 
tion of  markets  with  products  manufactured  at  too  high  a  cost  and  the  collapse  of 
consumption  owing  to  these  excessive  prices,  and  the  general  financial  crisis  have  caused 
producers  to  reduce  their  output  at  the  very  time  when  the  supply  and  prices  of  raw 
materials  have  themselves  tended  to  return  to  the  normal.  Thus,  a  picture  based  on 
the  situation  at  the  beginning  of  the  present  year  has  no  longer  any  resemblance  to  the 
situation  with  which  the  world  is  at  present  confronted,  and  indeed  the  interval 
between  the  sending  out  of  our  questionnaires  and  the  receipt  of  the  replies  has  been 
sufficient  in  many  cases  to  make  the  results  obsolete  before  they  have  been  received. 

In  fact,  though  our  investigation  has  been  conducted  as  expeditiously  as  pradticable, 
events  have  moved  even  faster  than  our  enquiries,  with  the  result  that  much  of  the 
material  collected  has  lost  its  significance,  except  for  the  purpose  of  an  historical  survey. 

The  rapid  changes  in  the  economic  situation  to  which  we  have  called  attention  have 
been  partly  responsible  for  the  fact  that  we  have  been  unable  to  obtain  any  authori- 
tative estimates  of  the  immediate  requirements  of  the  various  States  as  regards  essen- 
tial raw  materials.  At  a  time  when  production  has  generally  slackened  and  is  carried 
on  with  continual  variations  caused  by  the  fluctuations  in  the  market  prices  of  raw 
materials,  and  the  irregular  demand  due  to  the  continual  diminution  and  hesitating 
character  of  consumption,  most  official  statisticians  would  be  unwilhng  to  hazard  a 
conjecture  on  this  subject,  and  in  fact  no  reply  has  been  forthcoming  to  the  questions 
we  have  asked  with  a  view  to  enabling  us  to  fulfil  paragraph  (a)  of  our  reference. 

Neither  the  enquiries  conducted  by  the  Economic  Section  nor  those  which  were 
entrusted  to  Professor  Gini  have  succeeded,  owing  to  the  prevailing  conditions  in 
obtaining  the  data  necessary  to  fill  the  blanks.  On  the  other  hand,  no  indication  has 
been  obtained  of  the  existence,  in  any  comitry  about  which  we  have  obtained  precise 
information,  of  an  urgent  need  of  raw  materials  which  is  in  danger  of  remaining 
unsatisfied,  at  least  through  arty  deficiency  of  products.  If,  on  the  one  hand,  no  State 
has  been  able  to  define  by  a  figure  its  immediate  wants,  no  State,  on  the  other  hand, 
has  informed  us  that  it  has  experienced  any  difficulties  in  supplying  itself  with  any 
product  owing  to  its  scarcity.  The  statistical  measurement  of  requirements  being 
therefore  impracticable  under  existing  conditions,  and  no  demand  having  been  for- 
mulated for  meeting  those  requirements,  our  task  has  consisted  in  collecting  a  mass 
of  interesting  statistical  data,  with  regard  to  the  pre-war,  war,  and  post-war  situa- 
tion as  regards  the  production,  consumption,  import  and  export  of  certain  typical 
raw  materials,  including  cotton,  wool,  coal,  iron,  mineral  oil,  fertilisers  and  cereals. 
But  it  is  our  duty  to  state  clearly  that  no  study  of  these  data  will  in  existing  circum- 
stances enable  a  reply  to  be  furnished  to  paragraph  (a)  of  our  reference. 

Turning  to  paragraph  (b)  of  our  reference,  the  first  point  to  which  we  would  direct 
attention  is  its  limitation.  We  do  not  in  any  way  complain  of  the  reservati^on  of  ques- 
tions of  credit  and  exchange,  which,  as  stated  in  the  Council's  resolution,  had  already 
been  dealt  with  by  the  Brussels  Financial  Conference,  and  with  which,  if  any  second 
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investigation  were  thought  necessary,  the  Financial  rather  than  the  Economic  Section 
of  the  Committee  would  be  fitted  to  deal.  But  it  is  necessary  to  point  out  that,  accord- 
ing to  all  the  information  which  has  readied  us,  any  difTiculties  still  experienced  at 
the  present  time  in  obtaining  supplies  of  essential  materials  are  to  a  preponderant 
extent  difficulties  of  credit  and  exchange. 

In  these  circumstances,  we  have  considered  carefully  how  we  could  best  give  prac-  . 
tical  assistance  to  the  Council  in  attaining  the  objects  at  which  it  aimed  when  it 
entrusted  us  witli  the  present  enquiry.  We  conceive  that  tliese  objects  were  practical 
rather  than  theoretic  or  historical,  that  they  looked  to  the  future  rather  than  to  the 
past,  and  that  the  aim  was  to  promote  the  rehabilitation  of  countries  suffering  from 
tlie  effects  of  the  war  rather  than  to  institute  a  kind  of  htigation  between  States  or  to 
pass  judgments  on  the  motives  and  results  of  the  respective  policies  adopted  by 
them  under  stress  of  war  and  post-war  conditions. 

Some  general  acquaintance  with  what  has  taken  place  in  the  past  is,  of  course, 
necessary  for  the  purpose  of  throwing  light  on  what  may  possibly  recur  in  the  future, 
but  it  has  seemed  to  us  unnecessary  and  inexpedient  to  adopt  a  course  of  enquiry 
which  woidd  have  necessitated  calling  and  sifting  the  evidence  of  numerous  witnesses 
representing  Governments  and  oflicial  and  private  organisations  and  persons,  which, 
while  unduly  prolonging  our  enquiry  and  increasing  its  expense,  could,  we  think,  yield 
no  fruitful  result. 

As  a  necessary  consequence  of  this  decision,  we  refrain  in  this  report  and  in  any 
supplementary  memoranda  which  we  may  publish  from  expressing  any  but  the  most 
general  opinions  on  the  character  of  the  war  and  post-war  measures  adopted  by  various 
countries. 

Broadly  speaking,  the  difficulties  which  were  noted  last  year  and  which  led  to  the 
Council's  resolution  were  the  result,  on  the  one  hand,  of  a  real  scarcity,  general  or  local, 
in  the  supplies  of  raw  materials,  as  well  as  of  a  breakdown,  no  less  real,  in  the  transport 
system,  and,  on  the  other  hand,  of  a  number  of  war  or  post-war  measures  tending  to 
reserve  certain  raw  materials,  wholly  or  in  part,  to  the  countries  of  production,  and  also 
to  limit  and  regulate  their  exportation,  so  that  their  distribution  was  often  artificial 
and  their  prices  were  usually  abnormal.  Whether,  owing  to  a  deficiency  of  certain 
raw  materials  or  to  a  legitimate  apprehension  that  such  a  deficiency  would  arise,  most 
producing  and  even  consuming  States  created  an  artificial  system  as  regards  the 
quantities  reserved  or  available  for  export,  and  even  in  certain  cases  as  regards  the 
internal  and  external  prices.  This  was  the  regime  which  characterised  the  situation 
which  the  Council  had  to  meet. 

The  sudden  interruption  of  this  artificial  system,  or  the  continued  maintenance 
of  certain  hindrances,  in  spite  of  the  market  having  been  freed  as  regards  the  bulk 
of  products,  must  be  included  among  the  important  factors  which  still  prejudice  the 
supply  of  raw  materials. 

It  must,  however,  be  observed  that  the  branches  of  the  problem  which  the  Council 
has  excluded  from  our  consideration,  viz.,  difficulties  of  credit  and  exchange,  still 
remain  unsolved.  Difficulties  of  credit  are,  at  bottom,  symptoms  and  results  of  the 
devastating  effects  of  the  war  in  reducing  the  purchasing  capacity  and  impairing  the 
economic  position  of  certain  States.  Difficulties  of  exchange  may,  however,  be  regarded 
as  an  independent  cause  of  difficulty,  since  they  spring  primarily,  not  from  under- 
production of  goods,  but  from  over-production  of  currency.  The  above  brief  statement 
of  the  nature  of  the  disease  appears  to  point  to  the  general  nature  of  the  remedies  to 
be  considered. 

(1)  In  the  first  place,  it  is  true  now  as  at  the  date  when  the  present  enquiry  was 
launched  that,  although  the  symptoms  of  the  disease  are  different,  the  fundamental 
remedy  is  the  systematic  readjustment  of  production,  to  meet  post-war  conditions. 
The  exaggerated  demand  for  certain  raw  materials  and  half-manufactured  products 
during  the  war  created  a  certain  disproportion  between  production  and  actual  require- 
ments. Constant  and  scientific  observation  is  therefore  necessary  in  order  to  adjust 
the  production  of  raw  materials  to  the  future  requirements  of  the  world,  when  the 
industries  artificially  created  during  the  war  have  been  subjected  to  the  operation  of 
natural  selection  and  when  consumption  has  returned  to  the  normal.  So  much  has 
been  said  and  written  on  this  subject  that  we  do  not  feel  that  we  can  usefully  add 
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anything  new,  especially  as  important  aspects  of  the  problem  (e.  ^.,  limitation  of  hours 
or  output)  belong  rather  to  the  sphere  of  the  International  Labour  Office  than  of  our 
Committee. 

(2)  Only  second  in  importance  to  the  above  is  the  restoration  and  improvement  of 
transport  facilities.  In  order  to  ensure  the  adequate  supply  of  each  country,  it  is 
clearly  necessary  that  the  materials  should  not  only  be  produced  in  adequate  quantities 
at  a  reasonable  cost,  but  that  there  should  be  sufficient  means  of  transporting  them, 
without  unreasonable  delay  or  cost,  to  the  markets  where  they  arc  required.  In  this 
respect  the  situation  has  greatly  changed  since  the  enquiry  was  undertaken.  Mari- 
time transport  is  no  longer  hindered  by  scarcity  or  congestion  of  shipping;  indeed, 
the  position  has  so  changed  that  large  quantities  of  shipping  are  laid  up  for  want  of 
goods  to  carry.  Simultaneously  (as  we  understand  from  the  Transit  and  Communi- 
cations Section  to  which  the  subject  appertains)  there  has  been  a  considerable  though 
much  slower  improvement  as  regards  transport  over  those  parts  of  the  European 
railway  system  which  were  disorganised  by  the  war.  We  do  not  propose  in  this  report 
to  give  a  detailed  description  of  the  European  transport  situation,  parts  of  which  were 
so  grievously  affected,  not  only  by  the  material  destruction  of  the  war,  but  also  by 
tlic  difficulties  of  allocation  and  repair  of  rolling-stock,  and  by  the  dismemberment  of 
railway  systems  formerly  worked  as  single  units  owing  to  the  territorial  changes  under 
the  Peace  Treaties. 

We  wish,  however,  to  express  an  earnest  hope  that  every  effort  will  be  made  to 
overcome  the  difficulties  experienced  by  the  various  Commissions  charged  with  such 
matters  as  the  re-allocation  and  interchange  of  rolhng-stock.  We  note  that  special 
provision  is  made  in  the  constitution  of  the  Technical  Organisation  of  the  League  of 
Nations  dealing  with  Communications  and  Transit  for  the  calling  of  partial  or  regional 
Conferences  to  consider  special  matters.  We  venture  to  suggest  to  the  Council  that 
the  Advisory  and  Technical  Committee  on  Communications  and  Transit  might  be 
authorised  to  consider  the  desirability  of  the  League  taking  the  initiative  at  an  appro- 
priate moment,  under  the  above  provision,  to  promote  the  improvement  of  the  faci- 
lities for  intercommunication  and  transport  between  States  whose  transport  systems 
have  specially  suffered  from  disorganisation. 

(3)  We  next  turn  to  the  question  of  commercial  restrictions  as  a  factor  in  creating 
difficulties  of  supply  of  raw  materials.  We  refer,  in  particular,  to  the  restrictions  or 
duties  on  the  export  of  essential  raw  materials  which  formed  an  important  feature 
of  war  policy,  and  which  in  many  cases  were  continued  during  the  period  immediately 
following  the  armistice.  These  restrictions  were  of  a  kind  which  varied  according  to 
the  countries  and  circumstances.  We  may  summarise  their  development  as  follows  : 
In  the  course  of  the  war,  in  order  to  secure  for  themselves  priority  as  regards  their 
own  resources,  or  in  some  cases  even  to  ensure  their  just  distribution  in  accordance 
with  the  general  interest  at  the  time,  certain  countries  took  possession  of  all  or  part 
of  their  output  of  one  or  more  raw  materials.  The  forms  which  this  reservation  took 
were  sometimes  requisition,  sometimes  prohibition  of  export.  The  methods  of  allo- 
cation were  either  a  system  of  licensing  or  of  rationing.  Whatever  was  the  method 
adopted,  the  reservation  thus  effected  exercised  an  influence  on  the  price  of  the  product. 
The  exportable  surplus,  whether  it  was  free  for  export  or  subject  to  a  general  or  indi- 
vidual licence,  represented  a  supply  limited  in  relation  to  the  actual  demand.  Some- 
times, also,  a^n  export  duty  or  differential  export  price  increased  the  difference  between 
the  price  prevailing  in  the  producing  country  and  the  price  to  the  foreign  consumer. 
Sometimes,  indeed,  it  was  the  foreign  purchaser  on  whom  fell  the  cost  of  the  constitu- 
tion of  the  reserve  for  the  producing  country,  and  the  payment  of  an  export  premium- 
It  is  conceivable  that  measures  of  reservation,  justified  in  general  by  the  needs  or  by  the 
anxiety  to  secure  supplies  adequate  to  the  needs  of  the  producing  country,  may  have  some- 
times been  transformed  intofiscal  measures  or  into^measures  of  economic  discrimination. 

The  artificial  regime  thus  estabhshed  could  not  in  some  cases  bo  suddenly  aban- 
doned without  intermediate  stages  intended  for  the  progressive  re-establishment  of 
normal  conditions.  Until  production  resumed  its  normal  condition  the  disposal  of 
stocks  was  assured  by  forward  sales  at  decreasing  prices.  But  this  artificial  system 
has  sometimes  been  as  inconvenient  as  the  sudden  return  to  freedom. 
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Recent  developments  of  raw  materials  policy  have  some  lessons  for  the  future. 

There  is  no  question  of  challenging  the  incontestable  right  which  States  have  to 
dispose  freely  of  their  natural  resources,  or  of  the  output  of  their  countries  in  respect 
of  raw  materials.  It  is  legitimate  that,  in  exceptional  circumstances,  they  should  be 
anxious  to  reserve  them  to  themselves,  and  that  they  should  have  the  power  to  subject 
them  at  any  time  to  a  regime  in  conformity  with  their  national  economy. 

But  it  is  not  less  incontestable  that  raw  materials  produced  by  one  country  being  in 
many  cases  essential  to  the  economic  life  of  other  States  should  not,  unless  in  excep- 
tional cases,  be  the  object  of  restrictions  or  of  differential  regulations  of  such  a  nature 
as  to  injure  the  production  of  such  States,  or  to  impose  on  them  a  systematic 
inferiority. 

It  is  undesirable,  particularly,  that  measures  of  restriction  taken  by  producing 
countries  to  meet  exceptional  situations  should  be  so  prolonged  or  altered  as  to  change 
their  character,  and  from  being  acts  of  precaution  or  defence  to  degenerate  into  measures 
of  economic  aggression. 

Doubtless,  as  a  general  princij)I&,  the  tarifl'  j)olicy  of  States  is  one  of  their  sovereign 
rights,  and  there  are  no  doubt  circumstances  in  which  export  duties  or  other  restrictions 
may  be  necessary,  e.g.,  in  cases  where  other  sources  of  revenue  are  lacking,  or  where 
they  are  an  indispensable  element  in  the  economic  system.  Nevertheless,  il  is  undesir- 
able as  a  matter  of  principle  to  employ  measures  of  this  kind  under  normal  conditions 
as  weapons  of  economic  warfare. 

This  consideration  is  of  importance  since,  in  accordance  with  the  law  of  economic 
interdependence,  measures  of  differentiation  produce  reactions  throughout  the  raw- 
materials  market  :  measures  of  reservation  taken  by  a  producing  country  influence  t  lie 
demand  oh  other  producing,  countries,  where  the  normal  conditions  of  supply  and  of 
prices  are  equally  affected. 

What  we  wish  to  do,  without  attempting  to  lay  down  any  hard  and  fast  rule,  is  to 
recommend  caution  in  this  matter,  and  in  particular  to  invite  the  attention  of  the 
Members  of  the  League  to  the  broader  aspects  of  the  question  as  affecting  international 
economic  relations.  It  is  not  only  measures  of  restriction  or  prohibition,  including, 
duties  on  export,  which  may  entail  grave  consequences  in  this  matter,  but  every 
artificial  system  which  involves  the  risk  of  disorganising  production,  whether  by  its 
establishment  or  by  its  abolition. 

(4)  The  effect  of  monopolies  was  particularly  specified  in  our  reference  as  a  subject 
for  enquiry,  and  accordingly  in  our  questionnaire  we  specially  invited  the  observations 
of  each  Government  "  with  regard  to  the  prejudice,  if  any,  caused  at  the  present  time 
to  the  supply  of  the  reasonable  requirements  of  the  population  in  respect  of  any  essential 
commodity  by  the  operation  of  any  monopoly  or  combination  relating  to  manufacture, 
sale,  import,  or  export,  either  within  or  outside  the  country.  " 

None  of  the  replies  received,  however,  included  any  observations  in  reply  to  this 
question,  and  the  supplementary  enquiries  that  have  l^eri  made  have  not  so  far  pro- 
duced Sufficient  evidence  to  enable  us  to  establish  any  direct  connection  between  the 
operations  of  monopolies  and  any  of  the  difficulties  of  supply  of  raw  materials  which 
we  were  directed  to  investigate.  In  view,  however,  of  the  great  importance  of  this 
branch  of  the  subject,  we  propose  to  make  further  enquiries,  particularly  with  the 
object  of  completing  our  information  with  regard  to  the  legal  and  administrative  means 
already  available  in  each  country  for  combating  and  controUing  the  action  of  mono- 
polies when  exercised  in  a  manner  contrary  to'  the  pubhc  interest.  We  hope  to  make 
a  further  report  to  the  Council  on  this  part  of  the  subject. 

(5)  We  have  not  hitherto  made  any  mention  of  a  scheme  for  the  organisation  of 
the  supply  of  raw  matei-ials  by  means  of  an  International  Office,  which  has  attracted 
considerable  pubhc  attention  though  it  was  not  mentioned  in  our  terms  of  reference 
nor  has  any  definite  proposal  for  the  purpose  been  submitted  to  us  for  examination. 
We  have,  however,  had  our  attention  called  to  the  matter  by  a  communication  from 
the  International  Labour  Office  enclosing  a  resolution  adopted  by  the  Miners'  Inter- 
national Congress  in  March  1920,  in  favour  of  the  establishment  of  an  International 
Office"  for  the  distribution  of  fuel,  ores  and  other  raw  materials  essential  to  the  renewal 
of  the  normal  economic  life  of  all  nations.  " 
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While  realising  strongly  the  difficulties  which  the  scheme  is  intended  to  solve,  we 
are  convinced  that  it  is  impracticable  on  the  following  grounds  : — 

(a)  It  would,  in  our  opinion,  bo  impracticable  to  obtain  the  general  consent  of  the 
producing  and  consuming  States  to  delegate  the  important  functions  contemplated 
by  the  scheme  to  an  international  body,  and  the  League  of  Nations  has  no  power  of 
compelling  its  Members  to  enter  into  any  such  arrangement  against  their  will. 

(b)  No  scheme  for  the  international  control  of  the  distribution  of  raw  materials 
could  be  operated  without  fixing  prices  and  allocating  supplies  on  some  principle  of 
rationing.  In  our  opinion,  this  necessarily  involves  the  international  control  of  the 
whole  internal  economic  life  of  the  countries  concerned. 

(c)  No  scheme  of  rationing  is  possible  without  the  power  of  compelling  the  consum- 
ing countries  to  take  up  their  rations  and  to  pay  for  them,  which  is  clearly  impractic- 
able imder  present  conditions. 

(d)  There  is  no  criterion  by  which  an  International  Office  could  fix  a  reasonable 
ration  of  any  raw  material  to  be  allowed  to  any  country,  except  cither  on  the  basis 
of  previous  consumption  (which  would  stereotype  the  existing  distribution  of  industry), 
or  on  some  arbitrary  estimate  of  needs  which  would  empower  the  International  Office 
to  dictate  the  lines  of  future  industrial  development  of  all  the  States  of  the  League. 

(e)  If  all  the  above  objections  could  be  overcome,  the  mere  loss  to  productive 
industry  from  the  inevitable  inefficient  operation  of  the  bureaucratic  machinery  of 
the  International  Office  woidd  probably  be  fatal  to  the  scheme. 

(6)  The  next  group  of  possible  remedies,  viz.  :  those  designed  to  improve  inter- 
national credit  and  to  rehabilitate  exchanges,  are  expressly  excluded  from  our  reference, 
and  the  only  point,  therefore,  to  which  we  venture  to  call  attention  in  this  connection 
is  the  possibility  which  has  been  suggested  to  us  by  Professor  Gini,  as  the  result  of 
his  visit  to  certain  countries  whose  finances  have  been  disorganised  by  the  war,  that 
great  assistance  might  be  given  by  the  League  of  Nations  in  the  work  of  reconstructing 
the  financial  and  economic  position  of  those  countries,  if  the  Council  were  wilhng 
on  the  application  of  the  Governments  of  such  countries  to  nominate  competent 
expert  advisers,  who  could  advise  the  Governments  on  such  matters  as  currency, 
exchange,  and  financial  and  economic  policy  generally.  The  Economic  Section,  while 
alive  to  the  practical  difficidties  involved  in  such  a  proposal,  consider  that  it  is  one 
which  merits  the  careful  attention  of  the  Council. 

It  would  be  necessary,  of  course,  to  take  great  care  in  the  selection  of  the  advisers, 
and  to  come  to  an  understanding  with  the  Government  in  question  as  to  the  conditions 
of  their  engagement.  It  will  probably  be  found  that  the  extent  and  value  of  the  ser- 
vices which  an  adviser  will  be  able  to  render  will  depend  mainly  on  his  personality, 
but  it  is  essential  to  safeguard  his  position  and  independence  by  a  suitable  contract. 
It  has  been  represented  to  us  that  some  countries  which  would  be  xmwilling,  on  grounds 
of  prestige,  to  apply  for  advisers  to  particular  Governments,  may  be  willing  and  anxious 
to  utilise  the  services  of  an  international  and  impartial  body  like  the  League  of  Nations 
for  this  purpose,  and  in  view  of  the  fact  that  the  financial  administration  of  certain 
States  is,  at  the  present  very  critical  time,  in  the  hands  of  relatively  inexperienced 
officers,  we  venture  to  think  that  an  experiment  in  the  direction  indicated  may  be 
fruitful  in  good  results.  We  may  add  that  we  do  not  propose  that  the  League  should 
incur  any  financial  or  other  responsibility  beyond  the  careful  selection  of  the  nominees. 
Should  the  Council  see  no  objection  to  this  proposal  in  principle,  we  suggest  that  it 
should  be  remitted  to  the  Financial  Section  of  our  Committee  to  work  out  a  detailed 
scheme.  If  in  the  meantime,  as  is  possible,  any  definite  application  should  be  received 
by  the  Council  for  the  nomination  of  a  technical  adviser  for  any  of  the  States  in 
question,  we  recommend  that  it  should  be  Sympathetically  considered. 

Geneva,  September  12th,  1912. 
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RESOLUTIONS  ADOPTED  BY  THE  COUNCIL,  SEPTEMBER  2Ist,  1921. 

The  Council  of  the  League  of  Nations, 

Having  examined  the  report  presented  by  the  Economic  Section  of  the  Provi- 
sional Economic  and  Financial  Committee  in  accordance  with  the  Council's  resolution 
of  October  27th,  1920,  upon  certain  aspects  of  the  raw  materials  problem. 

Resolves  : 

(a)  That  the  report  shall  be  transmitted  to  the  Assembly  for  consideration  at  the 
present  session. 

(b)  To  commend  to  the  consideration  of  the  Members  of  the  League  the  general 
conclusions  of  the  report  on  certain  aspects  of  the  raw  materials  problem,  especially 
those  calling  attention  to  the  effects  that  may  be  produced  by  artificial  restrictions 
and  duties  on  the  export  of  essential  raw  materials  on  the  economic  life  of  other 
countries. 

(c)  Recognising  the  intimate  connection  between  the  restoration  of  transport  faci- 
lities and  the  supply  and  distribution  of  raw  materials,  to  express  the  earnest  hope 
that  every  effort  will  be  made  to  expedite  the  work  of  the  various  Commissions  charged 
with  such  matters  as  re-allocation  and  interchange  of  rolling-stock  in  certain  parts  of 
Europe. 

(d)  To  invite  the  Advisory  and  Technical  Committee  on  Communications  and  Transit 
to  consider  the  desirability  of  action  being  taken  under  the  provision  which  empowers 
the  Council  to  call  partial  or  regional  Conferences  to  consider  special  matters  with  a 
view  to  promoting  the  improvement  of  facilities  for  intercommunication  and  transport 
between  those  States  whose  transport  systems  have,  specially  suffered  from  disorga- 
nisation. 

(e)  The  Council  is  in  principle  willing,  with  the  advice  of  the  Provisional  Economic 
and  Financial  Committee,  to  entertain  any  application  that  may  be  received  from 
States  which  feel  the  need  of  technical  advisers  on  financial  or  economic  adminis- 
tration, the  Council  having  the  function  of  nominating  competent  experts  and  of 
approving  their  contracts  of  engagement.  The  Council  requests  the  Financial  Section 
of  the  Provisional  Economic  and  Financial  Committee  to  consider  and  report  further 
upon  the  questions  of  detail  which  would  arise  in  the  event  of  such  action  (1). 

(1)  It  was  agreed  that  (e)  should  be  interpreted  in  accordance  with  the  discussion  whicli  took  place  at 
the  Council  (see  Minutes  |)rinted  on  page  72). 
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RESOLUTIONS  ADOPTED  BY  THE  ASSEMBLY, 
SEPTEMBER  28tli,  192L 

The  resolutions  adopted  by  the  Assembly  in  regard  to  raw  naaterials  are  included 
in  Document  No.  5,  printed  on  page  27. 

The  discussions  in  the  Assembly  in  regard  to  this  subject  will  be  found  on  page  .54. 
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MINUTES    OF    THE    TENTH    MEETING   OF  THE  FOURTEENTH  SESSION 

OF    THE    COUNCIL. 

Wednesday,  September  2ist,  1921. 

Present :  All  the  representatives  of  the  Members  of  the  Council,  and  the  Secretary- 
General.  There  were  also  present  the  Chairman  and  some  of  the  Members  of  the 
Economic  and  Financial  Committees. 

493.     Report  on  certain  aspects  of  the  raw  materials  problem. 

M.  Heer  presented  to  the  Council  the  report  on  raw  materials  by  the  EconomiTJ 
Committee,  and  briefly  summarised  the  work  of  the  Committee  and  the  principal  con- 
clusions which  they  had.  reached. 

The  Council  proceeded  to  discuss  a  draft  resolution  (I)  embodying  the  conclusions 
of  the  Committee. 

The  Council  adopted  paragraphs  (a),  (h),  (r)  and  (d)  of  the  draft  resolution. 
A  discussion  took  place  on  paragraph  (e)  of  the  resolution  dealing  with  the  appoint- 
ment of  technical  advisers. 

Sir  Hubert  Llewellyn  Smith  said  that  there  were  two  questions  which  needed 
to  be  settled  in  the  first  instance  jjy  the  Council.  The  first  was  the  establishment  of  a 
model  contract  of  engagement ;  the  second  was  tlie  approval  by  the  Council  of  a 
panel  of  experts  from  which  countries  would  be  able  to  select  the  advisers  they  re- 
quired. The  Financial  Committee  had  a  standing  Sub-Committee  dealing  with  the 
Ter  Meulen  Scheme,  and  this  Sub-Committee  could  advise  the  Council  on  applications 
which  were  received. 

It  was  pointed  out  by  the  Marquis  Imperiali  and  Mr.  Balfour  that  neither  the 
Financial  Committee  nor  the  Council  sat  continuously,  and  that  there  might  be  serious 
delays  in  dealing  with  applications. 

The  Secretary-General  urged  the  desirability  of  expediting  the  procedure  for 
the  selection  of  the  technical  advisers.  He  had  received  a  letter  from  the  first  Delegate 
of  Latvia,  stating  that  his  Government  was  anxious  to  take  advantage  of  the  services 
of  technical  advisers,  in  case  the  Council  decided  to  nominate  advisers  for  different 
countries.  Other  countries  also  were  likely  to  make  similar  applications  in  the  near 
future.  If  it  was  necessary  to  wait  until  the  list  of  experts  had  been  drawn  up  and 
approved  by  the  Council,  much  valuable  time  might  be  wasted.  He  suggested  that 
each  case  should  be  dealt  with  on  its  merits,  and  that  action  on  any  applications  from 
States  should  not  be  postponed  until  after  the  list  had  been  approved. 

(1)  For  tlie  text  of  this  resolution,  see  page  71. 
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The  Marquis  Imperiali  proposed  that  a  Sub-Committee  should  be  appointed  to 
draw  up  the  hst  of  experts  as  rapidly  as  possible.  He  wished,  however,  to  point  out 
that  there  was  no  Itahan  representative  on  the  Standing  Sub-Committee  of  the  Finan- 
cial Committee,  and  he  proposed  that  a  new  Sub-Committee  should  be  appointed 
ad  hoc. 

The  Council  agreed  that  the  Economic  and  Financial  Committee  should  be  in- 
structed to  draft  a  model  form  of  contract  and  that  it  should  draw  up  a  list  of  experts 
from  whom  the  technical  advisers  should  be  selected  by  the  countries  concerned.  It 
also  agreed  that,  in  the  event  of  any  applications  being  received  before  the  list  was 
established,  each  case  as  it  arose  should  be  dealt  with  by  the  Committee. 

Subject  to  these  considerations,  the  Council  approved  paragraph  (e)  of, the  draft 
resolution,  which'  was  thus  adopted  as  a  whole. 

494.     Publication  of  Professor  Gini's  report  on  raw  materials  and  foodstuffs. 

The  Marquis  Imperiali  raised  the  question  of  the  publication  of  Professor  Gini's 
report  on  his  enquiry  into  the  raw  materials  and  foodstuffs  situation.  This  question 
had  been  left  by  the  Economic  Committee  to  the  decision  of  the  Secretariat.  He 
desired  that  the  Council  should  take  the  responsibility  of  deciding  as  to  publication 
and  that  the  report  should  be  published  by  the  League  of  Nations  as  the  memoranda 
of  Professor  Cassel  and  others  had  been  pubhshed  at  the  time  of  the  Brussels  Conference. 

After  an  exchange  of  views,  in  the  course  of  which  it  appeared  that  certaun  sections 
of  the  report  were  outside  the  scope  of  the  enquiry  which  had  been  entrusted  to  the 
Economic  Committee  by  the  resolution  of  the  Council  of  October  27th,  1920,  the 
Council  agreed  that  the  League  of  Nations  should  pubhsh,  under  the  scientific  respon- 
sibility of  Professor  Gini  : 

(a)  Those  parts  of  the  general  report  relevant  to  the  enquiry  entrusted  to  the 
Economic  Committee  and  to  the  subjects  discussed  in  their  report ; 

{b)  The  statistical  statements  prepared  under  his  direction  by  Professor  Vinci  and 
Dr.    Sloutsky. 

These  publications  should  be  prefaced  by  the  following  introductory  note  : 

"  In  its  report  the  Economic  Committee  alludes  in  several  places  to  the  investiga- 
tions carried  out  by  Professor  Gini  and  by  his  collaborators. 

"  We  pubhsh  here  : 

"  (a)  Such  parts  of  the  general  report  of  Professor  Gini  as  relate  to  the  enquiry 
with  which  the  Economic  Committee  had  been  entrusted  and  to  the  subjects  discussed 
in  its  report. 

"  {b)  The  statistical  statements  prepared  under  his  direction  by  Professor  Vinci  and 
Dr.  Sloutsky. 

"  It  is,  of  course,  understood  that  the  authors  alone  are  responsible  for  the  expres- 
sions of  opinion  contained  in  these  publications. 

"  Note.  —  The  investigations  and  enquiries  of  Professor  Gini  and  his  collaborators 
have  also  dealt  with  other  aspects  of  the  raw  materials  question. 

"  The  integral  text  of  his  report  will  shortly  be  pubhshed  independently  by  Professor 
<iini. " 
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Organisation  of  International  Statistics. 
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RESOLUTIONS  OF  THE  ASSEMBLY  IN  REGARD  TO  THE 
ORGANISATION   OF   STATISTICS. 

{Extract  from  the  Journal  of  the  Assembly,  September  28th,  1921.) 

THE  ORGANISATION  OF  STATISTICS. 

The  Assembly  adopted,  without  discussion,  the  report  of  Committee  No.  II  on  the 
organisation  of  international  statistics. 

The  report  concludes  with  the  following  resolutions  : — 

"  1.     The  Assembly  : 

"  Calls  the  attention  of  the  Technical  Organisations  of  the  League  to  the  conclu- 
sions of  the  Provisional  Economic  and  Financial  Committee  for  the  purpose  of  avoiding 
overlapping  in  the  enquiries  undertaken  by  the  various  sections.  At  the  same  time,  it 
invites  the  co-operation  of  the  International  Labour  Office  in  the  matter. 

"  Nothing  in  this  resolution  shall  prejudice  any  decision  on  the  organisation  of  statis- 
tical work. 

"2.  Decides  that  statistics  in  the  scientific  sense  will  not  be  undertaken  by  the 
League  as  long  as  the  question  of  the  organisation  of  international  statistics  has  not 
been  decided,  and  that  this  question  is  entirely  deferred  until  the  next  session. 

"  3.  It  is  understood  that  the  League  of  Nations  will  make  use,  wherever  expedient, 
of  the  data  obtainable  from  existing  international  statistical  offices  and  organisations 
without  affecting  in  any  way  their  autonomy. 

"  The  title  of  the  Bulletin  published  by  the  League  should  indicate  that  it  does  not 
contain  original  statistics,  but  consists  of  figures  collected  from  other  statis- 
tical sources." 

The  conclusions  of  the  Provisional  Economic  and  Financial  Committee  referred  to  in 
this  resolution,  as  approved  by  Committee  No.  II,  are  as  follows  : — 

1.  It  is  not  desirable  that  the  League  of  Nations  should  engage  itself  upon  original 
statistical  work,  unless  in  exceptional  cases  for  definite  objects,  and  only  upon  the  special 
request  of  the  competent  organs  of  the  League. 

2.  Every  Committee,  however,  should  entrust  to  their  own  Secretariat  the  collec- 
tion of  facts  and  figures  from  official  sources  (or,  in  their  absence,  from  private  sources) 
relating  to  their  own  work. 

3.  If  these  figures  are  published,  the  League  of  Nations  should  not  make  itself  re- 
sponsible for  figures,  but  should  give  precise  information  with  reference  to  their  sources. 
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REPORT  PRESENTED  BY  THE  SECOND  COMMITTEE  OF   THE    ASSEMBLY 

ON  THE  ORGANISATION  OF  INTERNATIONAL  STATISTICS, 

On  September  21th,  192L 

Rapporteur  :  M.  Maggiorino  Ferraris,  Italian  Representative. 

As  you  will  remember,  the  Council  of  the  League  of  Nations,  in  the  course  of 
its  meeting  at  Rome  on  May  19th,  1920,  decided  to  summon  a  Commission  composed  of 
experts,  not  only  statisticians  but  also  persons  accustomed  to  use  statistics,  and  this  Com- 
mission was  to  give  an  opinion  with  regard  to  the  organisation  of  international  statistics. 
This  Commission,  consisting  of  twelve  members,  met  at  Paris  on  October  11th, 
1920.  It  elected  as  its  Chairman  Senator  Bodio,  whose  recent  death  is  deplored  by 
international  science,  and  as  Vice-Chairmen  M.  Delatour  and  M.  de  Elola. 

This  Commission  submitted  to  the  Council  of  the  League  of  Nations,  on  Octo- 
ber 16thi  1920,  a  report  on  its  work,  which  included  a  majority  and  a  fninority  report. 
The  Council  of  the  League  of  Nations  decided,  at  its  tenth  session,  held  at  Brus- 
sels in  October  1920,  to  communicate  these  two  reports  to  all  Governments,  requesting 
them  to  state  their  views  on  the  subject,  because,  although  unanimity  had  been  obtained 
in  the  Commission  on  a  certain  number  of  principles,  there  had  been  a  divergence  of 
opinion  on  the  subject  of  the  organisation  to  be  adopted  for  carrying  out  the  centrali- 
sation and  the  co-ordination  of  statistical  data  from  the  point  of  view  of  general  inter- 
national interests. 

Up  to  the  present  the  Secretary-General  has  received  the  replies  of  eighteen  Govern- 
ments to  his  communication  of  November  5th,  1920.  Of  these,  ten  :  vUbania,  Belgium, 
Bulgaria,  Denmark,  Finland,  France,  Italy,  the  Netherlands,  Norway,  and  Sweden, 
approve  the  majority  report.  Six  :  South  Africa,  Australia,  Canada,  Czecho-Slovakia, 
Japan  and  New  Zealand,  adopt  the  proposals  of  the  minority.  The  British  and  Indian 
Governments  accept  neither  the  one  nor  the  other.  The  British  Government  submits 
the  following  proposal : 

"  In  the  circumstances,   H.M.    Government    suggest    for    consideration  that 

the  best  course  to  be  pursued  for  the  present  is  to  limit  any  action  of  the  League 

to  the  creation  by  the  Council  of  a  small  expert  Advisory  Committee  of  from  three 

to  five  members  selected  by  the  Council  solely  for  their  statistical  competence,  the 

object  of  this  Committee  being  to  improve  and  co-ordinate  the  statistical  work  of 

the  various  Sections  of  the  League  (including  the  International  Labour  Office) 

in  co-operation  with  the  chief  statistical  officers  of  these  Sections.  " 

This  proposal  aims  at  simplifying  and  co-ordinating  the  statistical  work  of   the 

various  Sections  of  the  League  of  Nations,  but  it  does  not  pay  any  attention  to  the 

existing  international  institutions  devoted  to  statistics. 

What  are  the  main  differences  in  the  two  reports  mentioned  above ?    The  majority 
report  proposes  : 

"  That  there  should  be  instituted  by  the  League  of  Nations  an  International 
Commission  of  Statistics,  with  the  purpose  of  advising  the  Council  of  the  League 
of  Nations  upon  the  statistics  of  all  kinds  that  are  necessary  for  the  League." 

On  the  other  hand,  the  minority  report  makes  the  following  recommendation  : 

"  That  a  Statistical  Section  should  be  set  up  within  the  Secretariat  of  the 
League  of  Nations  whose  duties  would  be  : 

"  (a)  To  confer  with  the  various  Sections  of  the  League  and  other  officialinter- 
national  bodies  as  to  the  statistics  required  by  them  and  to  be  collected  by  them 
or  on  their  behalf ; 

"  (b)  To  receive  from  the  various  Sections  of  the  League  such  statistics  as 
may  be  collected  by  them  ; 

"  (c)  To  collect  from  Governments  or  from  other  sources  such  additional 
statistics  as  may  be  required  ; 

"  {d)  To  publish  such  statistics  as  may  be  thought  desirable." 
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In  the  majority  report  it  was  proposed  to  make  use  of  the  work  and  experience 
of  the  existing  institutions,  and  to  encourage  co-operation  between  these  institutions 
and  the  League  of  Nations  ;  the  minority  report  defends  the  principle  of  a  great  centra- 
lisation of  statistical  work  within  the  Secretariat. 

Both  reports  express  the  opinion  that  an  Advisory  Council  should  be  esta- 
bhshed. 

According  to  the  majority  resolutions,  the  duty  of  this  Council  would  be  to  advise 
the  Council  of  the  League  of  Nations.  It  would  be  composed  of  twenty- five  members  : 
fourteen  representatives  of  ten  international  institutions  dealing  with  statistics,  one 
representative  of  the  Secretary-General,  and  ten  other  members  appointed  by  the 
Council  of  the  League  of  Nations  from  among  representatives  of  the  services  which 
produce  or  utilise  statistics. 

According  to  the  minority  recommendations,  the  Advisory  Council  would  be 
entrusted  with  the  duty  of  helping  the  Statistical  Section  of  the  Secretariat  in  the  execu- 
tion of  its  duties.  It  would  be  composed  of  delegates  of  all  Members  of  the  League  of 
Nations,  representatives  of  five  international  institutions,  and  one  representative  of 
the  Secretary-General  of  the  League — a  total  of  more  than  fifty  members. 

We  must  next  examine  what  are  the  provisos  which  have  been  unanimously  adopted 
by  the  Commission  of  twelve  experts  at  Paris. 

In  the  first  place,  the  following  provisos  were  unanimously  adopted  : — 

"Whereas  there  already  exist  a  certain  number  of  independent  international 
institutions  which  centralise  and  publish  statistics  or  which  aim  at  unifying 
statistical  methods  and  forms  ; 

"  And  whereas  it  is  desirable  to  avoid  overlapping  and  possible  discrepancies 
in  the  figures  representing  the  same  phenomena  ; 

"  And  whereas  the  different  organs  of  the  League  of  Nations  require  to  handle 
statistics  of  all  kinds  in  the  execution  of  their  duty  and -it  is  extremely  desirable 
that  these  various  classes  of  statistical  information  should  be  based  upon  sound  and 
properly  co-ordinated  statistical  principles." 

As  regards  the  task  to  be  entrusted  to  the  Advisory  Council,  we  find  that  three 
points  have  been  unanimously  adopted  : 

1.  To  advise  the  League  on  all  technical  statistical  questions. 

2.  To  assist  the  League  to  utilise  to  the  utmost  possible  extent  the  work  al- 
ready carried  out  by  international  statistical  organisations,  and  to  assist  those 
bodies  by  its  advice  to  delimit  respective  spheres. 

3.  To  make  or  transmit  suggestions  to  the  various  Governments,  through 
the  Council  of  the  League,  as  to  the  standardisation  and  improvement  of  official 
statistical  material. 

Such  are  the  solutions  put  forward  by  the  Special  Committee  which  was  appointed 
last  year  by  the  Council  of  the  League  of  Nations. 

The  Assembly  can  see  that  this  Committee  had  therefore  not  succeeded  in,reaching 
a  unanimous  decision. 

Since  that  time  the  question  has  been  re-examined,  from  another  point  of  view, 
by  the  Provisional  Economic  and  Financial  Committee  of  the  League.  This  Committee 
was  not  required  to  investigate  the  problem  of  the  definitive  organisation  of  interna- 
tional statistics  ;  it  had  merely  been  asked  by  the  Council  to  express  an  opinion  on  the 
occasion  of  the  request  of  the  Brussels  International  Institute  of  Commerce  to  act  as  an 
organ  of  the  League  of  Nations  in  this  sphere. 

But  on  this  occasion  the  Provisional  Economic  and  Financial  Committee  thought 
it  desirable  to  consider  how  the  question  of  statistical  work,  for  the  organs  of  the 
League  of  Nations,  should  be  dealt  with  for  the  time  being,  until  agreement  has  been 
reached  with  regard  to  the  definitive  organisation  of  international  statistics. 

The  views  of  the  Provisional  Economic  and  Financial  Committee  are  contained 
in  Section  C  of  its  report  ;  they  have  been  transmitted  by  the  Council  to  the 
Assembly. 

Committee  No.  II  of  the  Assembly  has  unanimously  approved,  in  the  following  form, 
the  principles  of  the  conclusions  of  the  Provisional  Economic  and  Financial  Committee  : 
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1.  It  is  not  desirable  that  the  League  of  Nations  should  engage  itself  upon  original 
statistical  work,  unless  in  exceptional  cases  for  definite  objects  and  only  upon  the 
special  request  of  the  competent  organs  of  the  League. 

2.  Every  Committee,  however,  should  entrust  to  their  own  Secretariat  the  collec- 
tion of  facts  and  figures  from  official  sources  (or,  in  their  absence,  from  private  sources) 
relating  to  their  own  work. 

3.  If  these  figures  are  published,  the  League  of  Nations  should  not  make  itself 
responsible  for  such  figures,  but  should  give  precise  information  with  reference  to 
their  sources. 

The  principles  appear  to  the  Committee  adequate  to  enable  the  League  of  Nations 
to  ensure,  for  the  moment,  the  carrying  out  of  the  work  of  investigation  which  it 
requires,  and  it  is  of  opinion  that,  as  regards  the  question  of  the  definitive  organisation 
of  international  statistics  raised,  either  by  the  Secretariat  of  the  Brussels  International 
Institute  of  Commerce,  or  by  the  work  of  the  Statistical  Commission  which  met  last 
year,  it  is  expedient  to  postpone  the  discussion  of  the  subject  to  the  next  meeting  of  the 
Assembly,  in  order  to  permit  it,  by  that  time,  to  seek  some  way  of  reconciling  the 
various  points  of  view. 

The  adoption  of  these  principles  implies,  of  course,  that  no  Bureau  or  Central  Statis- 
tical Office,  responsible  for  collecting  and  comparing  statistics  and  embodying  them 
in  general  publications,  should  be  created  in  the  Secretariat  of  the  League  of  Nations 
until  the  Assembly  has  come  to  a  final  decision  in  regard  to  the  international  organisa- 
tion of  statistics  ;  but,  on  the  other  hand,  if  it  is  indispensable  to  avoid,  within  the 
Secretariat,  any  duplication  of  the  various  kinds  of  research  work  which  the  various 
Sections  may  undertake  on  the  request  of  the  competent  bodies  of  the  League,  it  is  of 
course  linderstoo  d  that  at  any  moment  the  choice  of  the  best  means  of  obtaining  this 
object  is  a  question  of  internal  organisation  for  which  the  Secretariat  of  the  League  is 
entirely  responsible. 

Again,  when  Committees,  such  as,  for  example,  the  Disarmament  Committee, 
ask  the  Secretariat  to  collect  special  information  necessary  for  the  execution  of  their 
duties  and  the  conduct  of  their  work,  and  to  publish  it  in  any  form  upon  which  they 
may  decide,  the  Secretariat  of  the  League  is  absolutely  bound  to  jcarry  out  their 
wishes. 

Under  these  circumstances,  the  Second  Committee  suggests  that  the  Assembly 
should  postpone  until  its  next  session  the  examination  of  the  definitive  organisation 
of  international  statistics  and  merely  adopt,  this  year,  the  following  resolution,  in  accor- 
dance with  the  views  expressed  above  (1). 


Annex  B. 


EXTRACT    FROM    REPORT   COMMUNICATED  BY  THE    COUNCIL   TO   THE 

SECOND  ASSEMBLY  UPON  THE  WORK  OF  THE  COMMITTEE,  AS  MODIFIED 

BY  THE  SECOND  COMMITTEE  OF  THE  ASSEMBLY. 

1.  Proposal  of  theBelgian  Government  regarding  the  International  Institute  of  Commerce  (2). 

The  Council,  having  received  a  proposal  of  the  Belgian  Government  that  the  Inter- 
national Institute  of  Commerce  should  be  considered  as  the  organ  of  economic  docu- 
mentation of  the  League  of  Nations,  have  requested  the  Provisional  Economic  and 
Financial  Committee  to  advise  upon  this  matter  (Council  resolution  of  June  27th,  1921). 

(1)  For  the  text  of  the  resolulion,  see  page  75. 

i2)  The  Assembly  Resolutions  on  the  organisation  of  International  Statislics  were  based  on  discussions  in 
the  Second  Committee  in  which  this  section  of  the  report  was  modified  before  obtaining  general  approval. 
This  section  of  th?  report,  in  its  original  form,  is  printed  on  page  18. 
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The  Committee  have  most  carefully  examined  the  Belgian  Government's  proposal 
and  have  arrived  at  the  following  conclusions  : 

The  request  for  recognition  received  from  the  International  Institute  of  Commerce 
at  Brussels  raises  a  particular  case  of  the  general  question  of  the  statistical  activities 
of  the  League  of  Nations. 

While  this  particular  bureau  is  not  strictly  an  international  body  established  by 
international  cohvention,  it  has  certain  claims  to  be  regarded  as  an  official  inter- 
national bureau,  having  been  established  by  the  Inter-Parliamentary  Union  and 
relying  as  it  does  for  its  funds  on  grants  by  the  States  (some  17  in  number)  which  have 
adhered  to  it.  But  we  think  it  is  premature  to  consider  its  recognition  by  the  League  of 
Nations  until  its  precise  relations  to  the  International  Bureau  of  Commercial  Statistics, 
also  at  Brussels,  established  by  International  Convention  in  1913,  but  not  as  yet 
actively  at  work,  have  been  defined.  If  this  relationship  were  cleared  up,  possibly 
by  amalgamation  of  the  two,  and  the  nature  of  the  statistics  for  which  the  amalga- 
mated body  was  responsible  (which  would  presumably  derive  its  international  status 
from  the  Convention  of  1913)  were  strictly  defined  and  limited,  it  might  then  be 
possible  for  the  League  of  Nations  to  rely  on  it  for  commercial  statistics  drawn  up  on 
a  uniform  classification. 

The  Committee  are  further  of  the  opinion  that  Member  States  might  well  object 
to  the  recognition  of  an  international  bureau  to  which  all  Member  States  have  not 
adhered,  if  such  recognition  involves  the  execution  by  that  bureau  of  any  of  the  normal 
functions  of  the  League. 

Apart  from  these  considerations,  however,  it  would  appear  to  be  necessary  that 
the  general  question  of  the  statistical  activities  of  the  League  of  Nations  should  be 
advanced  further  before  a  final  decision  with  reference  to  the  recognition  of  any  statis- 
tical bureau  is  reached.  Although  the  question  of  statistics  has  been  studied  by  a 
special  Commission,  there  is  not,  so  far  as  we  are  aware,  any  authoritative  decision  as 
to  the  extent  and  nature  of  the  statistics  with  which  it  is  desirable  that  the  League  of 
Nations  should  concern  itself.  This  is  a  wide  question,  a  full  examination  of  which 
would  involve  considerations  which  lie  far  outside  the  field  of  the  Provisional  Economic 
and  Financial  Committee,  and  we  do  not  attempt  to  deal  with  it  here. 

So  far  as  the  Provisional  Economic  and  Financial  Committee  are  concerned,  we 
are,  however,  inclined  to  the  opinion  that,  in  view  of  the  heavy  demands  on  the  time 
of  the  Secretariat  and  of  the  dangers  that  lurk  in  any  ambitious  efforts  in  the  direction 
of  statistical  enquiry,  it  may  prove  desirable,  for  the  present  at  any  rate,  to  confine 
the  enquiries  of  the  League  of  Nations  within  the  limits  of  what  is  absolutely  neces- 
sary for  current  work.  We  doubt  whether  it  is  desirable  to  establish  a  special  Statis- 
tical Section  within  the  Secretariat,  as  there  are  great  advantages  in  making  each 
Section  primarily  responsible  for  collecting  any  facts  and  figures  necessary  for  its  own 
work,  and  overlapping  can  easily  be  obviated  by  friendly  co-operation  between  members 
of  the  various  Sections  and  the  creation  of  a  small  Committee,  representing  each  of 
the  sections  responsible,  on  which  it  would  be  desirable  that  each  corresponding  section 
of  the  International  Labour  Office  should  be  represented. 

For  any  further  technical  supervision,  we  should  rely  primarily  on  the  statistical 
sub-committees  of  the  various  committees,  which  should  be  encouraged  to  hold  joint 
meetings  for  matters  of  common  concern,  at  which  the  International  Labour  Office- 
should  be  invited  to  be  represented.  The  control  exercised  by  the  committees  through 
these  sub-committees  ought,  in  our  opinion,  to  be  made  more  strict  and  uniform  than 
has  hitherto  been  the  case.  For  example,  the  Secretariat  ought  in  no  case  to  send  out 
a  questionnaire,  or  to  entrust  an  expert  officer  with  an  enquiry,  without  the  knowledge 
and  authority  of  the  competent  committee. 

If  future  experience  should  indicate  that  still  further  provision  is  needed  for 
standardising  and  improving  the  statistical  methods  of  the  Secretariat,  the  Council 
might  perhaps  consider  the  expediency  of  setting  up  a  quite  small  Committee  of 
independent  expert  statisticians  for  the  purpose.  But,  in  our  opinion,  the  appoint- 
ment of  such  a  Committee  is  not  a  matter  of  urgency. 

In  regard  to  the  wider  question,  we  confine  ourselves  to  stating  the  following  prin- 
ciples which  should,  in  bur  opinion,  guide  the  League  of  Nations  in  its  statistical 
activities,  so  far  as  economics  and  finance  are  concerned,  viz  : — 
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1.  It  is  not  desirable  that  the  League  of  Nations  should  engage  itself  upon  original 
statistical  work,  unless  in  exceptional  cases  for  definite  objects,  and  only  upon  the 
special  request  of  the  competent  organs  of  the  League. 

2.  Every  Committee,  however,  should  entrust  to  their  own  secretariat  the  collec- 
tion of  facts  and  figures  from  official  sources  (or,  in  their  absence,  from  private  sources) 
relating  to  their  own  work. 

3.  If  these  figures  are  published,  the  League  of  Nations  should  not  make  itself 
responsible  for  such  figures,  but  should  give  precise  information  with  reference  to  their 
sources. 

2.     Suggestions  from  Governments  for  Improvement  of  the  '■'■Monthly  Bulletin  of  Statistics.'''' 

The  Committee  have  considered  the  various  suggestions  made  for  improving  the 
Monthly  Bulletin  of  Financial  and  Economic  Statistics.  With  the  exception  of  the 
South  African  proposal,  that  statistics  of  gold  production  and  exports  should  be 
included,  the  Committee  do  not  recommend  that  any  of  the  proposals  should  be  imme- 
diately adopted.  It  will  be  preferable  to  continue  the  present  form  unchanged  for 
a  time,  before  introducing  new  matter  or  changing  existing  tables.  The  Committee 
recommend,  however,  that  the  question  of  improving  the  existing  form  should  be 
carefully  examined  by  the  Secretariat,  with  a  view  to  suggestions  being  laid  before 
their  Committee  at  their  next  session. 

The  Secretariat  might  also,  with  advantage,  consider  whether  the  suggestion  mad  e 
for  including  certain  general  statistics,  e.g.  of  population,  might  not  be  partly  met 
by  the  issue  annually  of  a  special  supplement,  or  supplementary  matter,  say,  in  the 
J  anuary  issue. 


Annex  C. 


MINUTES  OF  THE  MEETING  OF  THE  SECOND  COMMITTEE  OF  THE 
ASSEMBLY  ON  SEPTEMBER  21st,  1921. 

Organisation  of  International  Statistics. 

M.  Treub  (Netherlands),  in  the  absence  of  M.  Ferraris  (Italy),  read  a  statement 
concerning  the  organisation  of  statistics. 

He  then  stated  that  certain  Delegations,  which  were  specially  interested,  con- 
sidered that,  in  spite  of  the  divergent  opinions  with  regard  to  the  final  organisation  of 
international  statistics,  it  would  be  a  pity  if  the  Assembly  were  to  disperse  without 
having  come  to  any  decision  on  this  subject.  Accordingly,  he  had  been  instructed  by 
the  British,  French,  Italian  and  Dutch  Delegations  to  propose  the  following  drt^ft 
resolution  to  the  Committee  (1). 

M.  Treub  (Netherlands)  remarked  that  the  decisions  of  the  Provisional  Economic 
and  Financial  Committee,  referred  to  in  the  resolution,  were  the  decisions  as  modified 
by  M.  Ferraris  in  his  statement. 

M.  Ferraris  (Italy)  thanked  Sir  Hubert  Llewellyn  Smith,  MM.  Delatour,  Serruys 
and  Treub  for  having  assisted  him  in  drawing  up  the  draft  resolution. 

In  order  to  avoid  any  misunderstanding,  he  was  anxious  to  lay  stress  on  the  fact 
that  the  existing  statistical  organisations  would  continue  their  work  as  in  the  past ; 
that  the  League  of  Nations  would  continue  to  collect  the  information  which  it  needed, 
since  it  undertook  investigations  rather  than  the  collection  of  statistics  ;  and,  more 
particularly,  that  neither  the  object  nor  the  result  of  the  resolution  could  be  to  prevent 
the  Committee  on  Disarmament,  for  instance,  from  commencing  the  enquiry  which 
it  had  undertaken. 

M.  Ad  or  (Switzerland),  on  behalf  of  the  Provisional  Economic  and  Financial 
Committee,  stated  that  he  accepted  the  draft  resolution.  There  had  been  a  ten- 
dency to  think  that  the  report    submitted    by    that  Committee  was  inclined  to 

(I)  The  text  of  the  resolutions  will  be  found  on  page  75. 
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<>nfiroach  upon  tho  province  of  the  existing  statistical  organisations.  The  idea  that 
the  Secretariat  wfis  al)ont  to  invade  such  a  strict  preserve  had  cansed  anxiety,  bnt 
this  had  never  been  its  intention.  It  must,  however,  be  thoroughly  understood  that 
there  was  no  intention  of  denying  the  right  of  the  various  sections  of  the  Secretariat 
of  the  League  of  Nations  to  pursue  their  investigations  and  to  collect  information  : 
neither  was  there  any  intention  of  prejudging  the  decision  which  would  be  taken  with 
regard  to  the  organisation  of  international  statistics. 

M.  Robert  Haas,  Secretary  of  the  Committee,  stated  that  as  the  resolution 
submitted  laid  down,  directly  or  indirectly,  certain  rules  for  the  guidance  of  the 
Secretariat  of  the  League  of  Nations,  he  was  instructed  by  the  Secretary-General  to 
ask  the  Committee  to  explain  the  exact  meaning  of  certain  points. 

After  the  statements  made  and  the  discussion  which  had  taken  place,  it  seemed  to 
him  that  these  additional  exi)lanations  had  become  almost  superfluous  and  that,  as 
the  Secretary-General  supposed,  it  was  thoroughly  understood  that  the  resolution 
involved  the  following  consequences  : 

1.  No  Bureau  or  Central  Statistical  Office  entrusted  with  the  duty  of  collecting 
and  comparing  statistics  and  of  embodying  them  in  general  publications  should  be 
created  in  the  Secretariat  of  the  League  of  Nations  until  the  Assembly  had  come  to  a 
iinal  decision  in  regard  to  the  international  organisation  of  statistics. 

2.  On  the  other  hand,  the  resolution  showed  that  particular  care  had  been  taken 
to  avoid  any  duplication  of  the  various  kinds  of  research  work  upon  which  the  different 
sections  of  the  Secretariat  might  be  employed  at  the  request  of  the  competent  organisa- 
tions of  the  League.  This  question  had  also  occupied  the  attention  of  the  Secretariat. 
The  choice  of  the  best  means  of  attaining  this  object,  in  conformity  with  the  wishes  of 
the  Committee,  was  of  pourse  a  question  of  internal  organisation  for  which  the  Secretary- 
General  was  entirely  responsible. 

,  3.  Finally,  it  was  also  obvious  that  if  Committees,  such  as  the  Committee  on 
Disarmament,  should  ask  the  Secretariat  to  collect  special  information  required  in  the 
carrying  out  of  their  duties  and  the  execution  of  their  task  and  to  publish  it  in  any  form 
upon  which  they  might  decide,  the  Secretariat  was  absolutely  bound  to  do  so. 

Sir  Rennell  Rodd  (British  Empire)  noted  that  this  resolution  involved  the  post- 
ponement of  any  decision  upon  the  principle  of  the  question,  and  he  hoped  that  in 
these  circumstances  the  draft  would  be  accepted  unanimously  by  the  Committee. 

The  draft  resolution  was  adopted  unanimously.  ^ 

The  Chairman  proposed  to  the  Committee  that  it  should  request  ^..  Ferraris 
(Italy)  to  present  the  report  to  the  Assembly. 

This  proposal  was  adopted. 
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PART  iV. 

Financial  Position  of  the  Free  City  of  Danzig. 


10. 


REPORT  TO  THE  COUNCIL  ON  THE  FINANCIAL  POSITION  OF  THE 

FREE   CITY   OF   DANZIG, 

By  Viscount  Ishii,  Representalwe  of  Japan,  adopted  by  the.  Council, 
September  i6ih,  192L 

At  its  meeting  on  June  23r{l,  the  Council  decided  to  transmit  a  copy  of  the  report 
of  the  High  Gomnnissioner  of  the  League  of  Nations  in  Danzig  on  the  financial  position 
of  the  Free  City,  as  well  as  a  copy  of  my  report  on  the  same  subject,  to  the  Provisional 
Economic  and  Financial  Committee  of  the  League  of  Nations,  with  the  request  that 
they  should  study  this  problem  and  make  a  report  on  the  matter  for  submission  to  tha 
Council  at  this  session.     (Minutes  of  the  13th  Council  session,  No.  409,  Annex  216.) 

The  report  of  the  Committee,  which  is  in  our  possession,  states  that  they  have  had 
before  them  certain  material  on  this  subject,  but  that  they  have  not  yet  been  able  to 
promote  a  direct  enquiry  into  the  situation  by  their  own  members.  It  expresses  the 
opinion,  however,  that  in  view  of  the  situation  as  it  appears,  and  in  view  of  the 
special  relations  between  the  Free  City  and  the  League  of  Nations,  the  Committee  could 
appropriately  undertake  an  enquiry  into  the  financial  position  of  the  Free  City  at  the 
requ-est  of  the  Council,  provided  that  it  was  understood  that  this  did  not  indicate  any 
intention  of  the  Council  to  promote  the  direct  provision  of  financial  assistance  to  the 
Free  City.  The  Committee  have  therefore  appointed  two  of  their  members, 
MM.  Avenol  and  Janssen,  to  make  a  more  thorough  study  of  the  situation,  if  the  Council 
approves. 

A  letter  of  August  27th  from  the  President  of  the  Senate  of  the  Free  City  on  this 
subject  has  also  been  communicated  to  us  at  the  request  of  the  Senate.  It  reviews  the 
unsatisfactory  financial  position  of  the  Free  City  and  outlines  the  measures  which  the 
Senate  believes  are  necessary  to  remedy  the  situation.  I  will  not,  however,  ask  the 
Council  to  consider  it  in  detail,  as  I  believe  this  whole  problem  can  be  more  appro- 
priately dealt  with  at  the  present  time  by  our  financial  experts. 

In  view  of  the  recommendation  of  the  Provisional  Economic  and  Financial  Cora'- 
mittee  for  further  study  of  the  question,  I  would  suggest  the  following  resolution  for 
adoption  (see  Document  11,  page  84). 


—  84- 


il. 


RESOLUTION  ADOPTED  BY  THE  COUNCIL,  SEPTEMBER  16lh,  1921. 

The  Council  takes  note  of  the  report  of  the  Provisional  Economic  and  Financial 
Committee  on  the  financial  position  of  the  Free  City  and  requests  the  Committee  to 
make  a  more  thorough  study  of  the  question  in  the  manner  which  it  considers  most 
advisable.  It  is  understood  that  such  action  does  not  indicate  any  intention  on  the 
part  of  the  Council  to  promote  the  direct  provision  of  financial  assistance  to  the  Free 
City. 


imp.  Gi'titi}.  —  Paris-Corbeil. 
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